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Excerpt From 


1960 Economic Report of the President 


. . improvements are needed in the Federal-State unemployment insurance system. The 
scope of this system, under which some $2.4 billion was paid in 1959 (exclusive of benefits for 
Federal employees, veterans, and railroad employees), should be éxtended to employers of one 
or more persons, to nonprofit institutions, and to Federal instrumentalities that are not now 
covered. It is also recommended that the Federal-State system be extended to Puerto Rico, which 
now has its own unemployment insurance law, and that the provisions of the District of Columbia 
law be brought up to the standard recommended for all States. Under the present Federal-State 
system, the responsibility for the amount and duration of benefits rests with the States. In gen- 
eral, benefits have lagged behind the rise in wages, and it is again recommended that the States 
increase their benefits to make the great majority of covered workers eligible for payments equal 
to at least half their regular earnings; and that the States increase the maximum duration of 
benefits to 26 weeks a year for all eligible workers who remain unemployed that long. 


The heavy unemployment benefits payments during the last recession strained the finances 
of several State unemployment funds. Three of these States secured $213 million in loans from 
the Federal Unemployment Account. Three other States were eligible for such advances. It 
is possible that the funds of a few additional States would be in a precarious financial condition 
if another recession should occur in the next few years unless their finances are improved. This 
problem is under study by the Secretary of Labor. 


The proceeds of the present Federal unemployment tax barely suffice to finance the admin- 
istration of the Federal-State employment security system as it stands today. Steps should be 
taken to provide additional funds for administration as the system expands and also to rebuild 
the Federal Unemployment Account, which is virtually exhausted. 
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Aucust 1960 is the 25th anniversary of the Social Security Act and 
of the unemployment insurance system set up by that act. In the 
25 \ears, there have been many changes in the country and in 
The developments in the program in its first 20 
years are covered in “Twenty Years of Unemployment Insurance 
in the USA, 1935-1955” published in the August 1955 issue of 
the EMPLOYMENT SECURITY REVIEW. The developments 
of the last 5 years, 1955-60, are the subject of this issue of the 


the program. 


EMPLOYMENT SECURITY REVIEW. 








T HE Social Security Act was passed 25 years ago 
this month in a period of economic distress when 
i estimated 11 million persons were unemployed. 
the general problem of economic insecurity was the 
ibject of the act, and unemployment insurance was 
ne of several different attacks upon the problem, 
ncluding old-age insurance. 


The Social Security Act 
ind State UI Laws 


(he Social Security Act did not in itself provide 
nefits for unemployment. ‘The Federal law set up a 
pint Federal-State unemployment insurance program 
roviding a tax incentive for States to pass unemploy- 
ent insurance laws and providing for Federal pay- 
ent of all administrative costs. The method used to 
ncourage the State passage of laws was that of allow- 
fg a tax offset whereby employers could take credit 
p to 90 percent of the Federal tax for payments they 
gad made under a State unemployment insurance law 
iat met certain broad standards. 

By the end of 1937 all of the States, Alaska, Hawaii, 
id the District of Columbia had passed such laws. 
In this history, all these jurisdictions will be called 
tates, as they are in the Social Security Act.) How- 
ver, there had been much State legislative activity 
rior to the passage of the Social Security Act of 1935. 
Nisconsin enacted the first unemployment insurance 
hw in this country in 1931. No other State took 
ction until 1935 when six States passed laws in an- 
cipation of the passage of the Federal Social Security 


Act. 


All |aws provided that benefits would become pay- 
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I. Background and 


Economic Climate 


able only after 2 years of tax collections. This was in 
concurrence with a standard in the Federal act de- 
signed to protect the solvency of the funds. Since 
Wisconsin was the first State to pass such a law, it was 
the first State to pay benefits. The first unemploy- 
ment insurance check was issued in Wisconsin on 
August 17, 1936. No other State paid benefits until 
January 1938, but by July 1939 all States were making 
payments. 

There were wide differences between State laws, 
but they generally followed a similar pattern. The 
standards under the Federal act were relatively simple, 
designed to obtain an orderly operation and to require 
such reporting as the Federal Government deemed 
necessary. The Social Security Board, in accordance 
with its obligation to supply research and advisory 
services, prepared a draft bill for the use of the States 
in entering this new field in legislation. This bill was 
revised periodically as experience was gained. 

The Federal act required that benefits be paid 
“solely through public employment offices or such 
other agencies as the Social Security Board may ap- 
prove.” The Social Security Board never approved 
any other agency and benefits were paid through a 
Federal-State system of public employment offices. 
These ‘public employment offices were established 
under a joint Federal-State program and the admin- 
istration of the Federal Government’s responsibilities 
was vested in the U.S. Employment Service in the 
Department of Labor. As a result of several Federal 
reorganizations, by 1949 the U.S.. Employment Serv- 
ice and the Unemployment Insurance Service had 
been combined in a Bureau of Employment Security 
located in the Department of Labor. 











the program the States established an or- 
ganization, the Interstate Conference of Employment 
Security Agencies, to serve as a medium for coopera- 
tion between the States and with the Bureau on prob- 


Early in 


lems involving more than one State. The Interstate 
Conference has been active in all areas of the pro- 
gram. It has played a special role by actively par- 
ticipating in obtaining agreement of the States on 
special procedures to handle the claim and benefit 
problems of workers who have moved from one State 
to another. 

The provisions of the Federal act, allowing to em- 
ployers a credit of 90 percent of the 3-percent Federal 
tax for taxes paid under the State unemployment in- 
surance systems, resulted in State provision for a tax 
rate of at least 2.7 percent. By 1941, however, a num- 
ber of States were allowing a tax rate of less than 
2.7 percent to some employers under a special provi- 
sion in the Federal act. This is known as experience 
rating. 

The Federal act provided for an “additional credit” 
to an employer, up to 90 percent of his Federal tax, 
if the State had reduced his State tax below 2.7 per- 
cent of his payroll because of a low rate of unemploy- 
ment among his workers. For example, an employer 
might pay only 1 percent of his payroll as a tax under 
a State unemployment insurance law, but he would 
still receive credit against the Federal tax as though 
he had paid 2.7 percent of his payroll in State tax. 
The Federal act specified certain requirements that 
State law and its administration must meet in order 
for employers to qualify for this additional allowance. 

Because the Federal act and the State laws required 
each employer to be subject to the law for a specified 
period before he was eligible for an adjusted tax rate, 
these provisions had no substantial effect on taxes 
until 1941. 


Unemployment Insurance 


Prior to World War II 


Unemployment, estimated at 11 million in 1935, de- 
clined below 10 million in 1936 but rose again to 
more than 10 million in 1938, the first year in which 
benefits were paid. Of this large number of unem- 
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‘Reed Act’’ funds built this new 
local office at Columbia, S.C. 


ployed, many had been out of work prior to the initia- 
tion of benefits, and this group, in addition to those 
who had become unemployed soon after the benefits 
payments began in January 1938, taxed the newly 
created system to its utmost. The new machinery 
faltered and in some places almost bogged down, but 
by 1939 the improving economic picture and the ex- 
perience gained during a year of operation enabled 
the remainder of the States to begin the program 
without serious operating difficulties. In 1940, the 
first full year when benefits were payable in all States, 
over 5 million workers received unemployment 
insurance. 

Many workers had insufficient protection because 
of irregular employment during their base _ periods 
or because their unemployment lasted longer than the 
maximum periods of benefits provided in State laws, 
As a consequence, between 2.5 and 3 million claimants 
exhausted their benefit rights in 1939 and 1940 before 
returning to work. 


The’ War and Its Aftermath 


With the development of a wartime economy, un} 
employment dropped rapidly, while the number o! 
covered workers and taxable payroll increased. Unj 
employment insurance served in this period mainly a 
protection against short-time unemployment due t 
shifts in production caused by war needs. By 194 
many offices had only skeleton staffs. 

After the war’s end, the program was called upoy 
to meet the needs of the reconversion period. ‘Th 
period was relatively brief and by 1947 the econom 
was again reaching new heights. In general, the post 
war era was one of prosperity, but it has been marke‘ 
by three recessions at approximately 4-year interval 
in 1948-49, 1953-54, and 1957-58. 

Technological advances stemming from the wal 
made many changes in the face of the economy. Th 
economy expanded to new high levels and the deman 
for goods and services increased, with the pace of pr 
duction reaching new heights. The birth rate soare 
beyond expectations. New products and new facil 
ties and techniques for production and distributic 
made many changes. Overshadowing the entire ng 
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es > = —- ment in its economic and social as well as its personal 


| SHOULD like to comment in passing on the argument aspects. 

that benefits are adequate if they keep pace with increases While the population was growing, the centers of 

in the cost of living. This reasoning is fallacious and runs population growth were changing. The western and 

contrary to the basic principle of American unemployment southern parts of the United States experienced growtl 

‘surance. The risk which is covered by unemployment southern parts of the United States experienced growth 
™ insurance is involuntary unemployment, and the loss aris- in industry and population that often outpaced the 

ing out of that risk is a wage loss. Unemployment benefits capacity of local communities to provide for orderly 

to be meaningful must therefore be related to wages. To absorption of the sharply rising numbers involved. 


use the cost of living as a basis for benefits introduces an 
irrelevant factor. 

—ROBERT C. GOODWIN, Director, Bureau of Employ- 
ment Security, before Interstate Conference of Employment 
Security Agencies, September 11, 1957. 


Changes in technology which increased the pro- 
ductivity of labor had a profound effect on social and 
economic life. Agriculture experienced the most 
marked technological advances as the needs of the 
country for food and fiber were met by a smaller work 
force. Even with this decline, there were continuing 
agricultural surpluses. In industry, technological ad- 
vance meant that the demand for the products of in- 
dustry must increase even more rapidly than the 
increasing work force if the Nation’s workers were to 
be fully employed. Technological advance not only 
tended to reduce man-hour requirements in existing 


tional scene was the cold war which kept national 
_ .. defense activities at a high level. 

inita-} The cumulative effects of developments had a pro- 
> those found effect on the unemployment insurance program. 
venefits Increased industrialization and urbanization of the 
newlyfountry and the technological revolution in agricul- 


-hine : : ; slants but also frequently caused community disloca- 
“hinery ture carried the country more rapidly from agriculture P / ; Arve 
vn. but ihe pana 7 tions by the abandonment of less efficient facilities. 
toward an industrial economy. ‘The labor force had ss Ey a Seeger ; . 
the ex- 56 million in 1940 to 69 million in 1955 Ihe defense effort in the total production picture 
y : : oO K ) O ~~ 6 : oh 4 
nabled¥enow™ a 9 “* ; r m= . _ oe rn i sd also created instability. Demands of the cold war for 
rocramj* tile the farm labor force segment actually declinec industrial products, characterized by unpredictable 
fo. ( wee "a © . “fr e* e ° 
10, thef7om 9.9 million to 6.7 million, Because an urban in- cancellation of contracts and shifts in emphasis with 
Statesfdustrial population is particularly exposed to invol- little or no notice, caused considerable labor turnover 
symentfuntary unemployment, these shifts brought with them and unemployment. In addition, as each recession 
an increased sensitivity to the hazard of unemploy- ended, industry found it possible to produce at new 
rECAUSE 
Chart |. 
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and higher levels. Although such advances are chiefly 
due to technological improvement and cost paring, 
the impetus for the acceleration was supplied by 
recession. 


Economic Developments—1955—60 


The period 1955-60 both began and ended with the 
economy recovering from a recession. Farm employ- 
ment declined by 900,000 between 1955 and 1959. 
The drop in mining employment displaced some 
100,000 workers. Employment in manufacturing was 
down by 400,000; in construction it was virtually un- 
changed. The declines in the goods-producing indus- 
tries were more than offset by increases in trade, serv- 
ices, and government. Between 1955 and 1959 there 
was an increase of 2.3 million in the latter group. In 
these activities, technological advances had less of a 
direct impact, while sharp growth in population, move- 
ment to suburban areas, and high consumer income 
spurred expansions. However, while the gains, as in- 
dicated above, more than offset the declines in goods- 
producing industries, they were not sufficient to absorb 


Table 1. 


Unemployed persons, by duration of unemployment 1954-59 


5 to 14 weeks 


There is a touch of the South in this 
new local office at St. Louis, Mo. 
built with ‘‘Reed Act’’ funds. 


the entire 
period. ; 

The civilian labor force rose by 3.6 million to 69.4 
million between 1955 and 1959, whereas total employ; 
ment gained about 2.4 million to a record 65.6 million 
Consequently, unemployment also increased in that 
period by about 900,000 to 3.8 million. 


growth of the civilian work force over thd 


The Impact of Change 
on Unemployment 


The inability of the economy following recent re 
cessions to absorb all of the previously employed, a 
well as new entrants to the labor market, is showy 
clearly in the unemployment rates. Unemployment 
which in terms of monthly rates hovered around 2 pe! 
cent between 1951 and 1953 and rose to 6 percen 
in the recession year of 1954, declined after the reces 
sion, but leveled off at 4 percent between mid-1955 and 
mid-1957. During the more severe 1957—58 recession 
the rate of unemployment rose to a peak of 7.5 percen 
seasonally adjusted, and after the following period 0 


a 





15 to 26 weeks Over 26 weeks | 
Average 





| 
duration 

















Year (Absolute figures in thousands) | of unem- 
ee ee ee ee Pare =a ts ployment 
Potal un- | _ : | pa Oe S | | (weeks 
employed | Number | Percent Number | Percent | Number | Percent ae Percent | 
: | | | 
Re ee 3,230 | 1,303} 40.3] 1,115 34.6 | 495 |} 15.3 | 317 | 9.8 1 
1955 2,654 | 1,138| 42.8 815 | 30.7 367 | 13.8] 336] 12.7 13 
1956 2,551 1,214 47.5 | 805 31.6 301 11.8 | 232 9.1 11 
eee 2,936 | 1,485| 50.6] 890) 30.4 321| 10.9) 239) 8.1 10 
Saar 4, 681 1, 833 39.2} 1,397} 29.8 785 | 16.8 | 667 |} 14.2 13 
Pee pac bokanwabe edocs 3, 813 1, 659 43.5 1,114 | 29.2 | 469 | MZ. 971 S71 { 15.0 14 
4 Employment Security Review , 
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Table 2.—Civilian labor force 
Percentage of unemployment,! by age and sex, 1954-59 

















| | 
14 to 19 years | 20 to 24 years | 25 to 44 years | 45 years and over | 65 years and over 
Years | Total | . sii 
| | | | | 
Male | Female | Male | Female | Male | Female | Male | Female | Male | Female 
ies oe een ™ | } | | | 
| | 
5.9 | 11.1 | 10.2 | 9.8 6.6 | 4.8 5.4 | 3.9 | 3.8 | 4.1 | 2.6 
19 | 40} 99] 90] 7.0 5.4 | 3.5 | 44} 3.8; 3.01 3.7] 1.8 
19 ; 3.8] 9. 6 | 9.8| 6.3 5.6 | on 2 3.0 3.1 | a 2.1 
195 4 4.3 | 1.3] 10:1 7.8 | 6.0 2.8 | 4.8 | 3.4 | 42] 3.4 | 3.4 
19 | 68] 15.2} 13.1 12.7] 89] 68] 7.2] 54] 47] 5.2] 3.8 
19 5.5; 8}; 3 8.7 8.1 | 4.9 6.0 4.4 | 4.0 4.8 | 2.8 


| 
| 





| Effective January 1957, persons on layoff with definite instructions to return to work within 30 days of layoff and persons waiting to start new 


wage and salary jobs within the following 30 days are classified as unemployed. Such persons had previously been classified as employed (with a job 


but not at work). 


recovery leveled off to an average of approximately 
5.1 percent, also seasonally adjusted, during the first 
half of 1960. 

During the recessions of 1954—55 and again in 1958, 
long-term unemployment showed a considerable in- 
crease, as jobless workers found it increasingly difficult 
to return to their former jobs or to find new ones. 
Workers unemployed for 26 weeks or more, who ac- 
counted for 8 to 9 percent of the jobless in 1956 and 
1957, were over 14 percent in 1958 and again in 1959 
(see table 1 ) . 

Unemployment rates differed sharply in their im- 
pact on different areas, industries, and population 
groups. During the past 6 years, the younger workers, 
especially those under age 20, but also those between 
20 and 24, experienced rates of unemployment rang- 
ing from 1 to 2 times that for the labor force as a 
whole. Workers over 45, as shown in table 2, had 
lower rates of unemployment than the average. The 
older workers, however, once out of work remained 
unemployed for longer periods of time, benefiting 
from the postrecession recovery on a lesser scale than 
the younger workers. 

The effects of such factors as exhaustion of high- 
grade mineral resources, obsolescence of factory equip- 
ment, substantial abandonment of the coal-burning 
locomotive, movement of factories, and changes in 
emphasis of defense production led to markedly higher 
levels of unemployment in a number of communities 
largely concentrated in the northeastern part of the 
United States, but found in other parts of the country 
as well. Certain of these areas have experienced un- 
employment of at least double the national average 
for the past 6 or more years. Lawrence, Mass., for 
example, had fewer than 4,000 employed textile work- 
ers in the spring of 1959 as compared to over 30,000 
in 1942. 

!}enefit and claims operations reflected these changes, 
with some 4.5 million persons drawing benefits in 1955 
an! 1956. As shown in chart 1, the number of bene- 
fici :ries rose to a new high of 8 million in 1958, drop- 
pu: to 6 million in 1959. Benefits rose to $3.5 billion 
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in 1958. In the 3-year period 1957-59, the $7 billion 
paid in benefits gave substantial support to the living 
standards of the unemployed workers and their fami- 
lies and to buying power in their hard-hit communi- 
ties. Yet the incompleteness of this protection was 
reflected in the fact that, in the single year of 1958, 
some 2.6 million claimants exhausted their benefits be- 
fore finding other work or being recalled to their 
former jobs. 

As 1959 drew to a close, recovery from the most 
serious postwar recession was well underway. Unem- 
ployed workers finding employment were resuming 
their former status, both as producers of goods and 
services and as consumers. Employment picked up 
somewhat less rapidly than production, and vexing 
problems remained to be solved with respect to long- 
duration unemployment in depressed areas, and among 
such special groups as older workers, members of mi- 
nority groups, and the technologically displaced. 

These developments provide additional evidence to 
support the conclusion that, for the health of the econ- 
omy, the unemployment insurance system needed 
strengthening and sufficient flexibility to meet the de- 
mands that were being made upon it. 











New Buildings From “Reed Act” Funds 


CONSTRUCTION of urgently needed facilities 
in the State employment security program was given 
a boost by the passage of the “Reed Act” (Adminis- 
trative Financing Act of 1954) which earmarked the 
proceeds of the Unemployment Tax Act for the 
employment security program. It was a happy com- 
bination of circumstances that these funds became 
available at a time when the program was expanding 
and many States were still occupying buildings that 
were old and inadequate. The employment secu- 
rity program can be proud of the new buildings 
that were built from “Reed Act” funds. Pictures 
of a few of these buildings are shown in this issue. 











‘THE Unemployment Insurance program, which 

started by covering 65 percent of wage and salary 
workers, had increased its coverage to about 80 per- 
Whether a job is covered is established 
by the application of three definitions which appear in 
the Federal Unemployment Tax Act, and in each 
State unemployment insurance law. 
tern is set by the Federal act because it preceded most 
State laws, and there has been a continued tendency 


cent by 1959. 


to follow the Federal lead. 


Under the Federal act, an “employer” is a business 
which has at least a prescribed number of “employees” 
in “employment,” for at least a minimum period of 


WI. Expansion 


of Coverage 


time. 
common-law master-servant test. 
any service not specifically excluded. 


a State law. 


The basic pat- 


Federal act. 


An “emptoyee” is an individual who meets the 
“Employment” is 


When an individual’s services are covered by the 
Federal act, the Federal tax is due on his wages. 
benefits are payable, however, unless he is covered by 
Consequently, with few exceptions, 
State laws cover at least the employers, employees, 
and employment covered by the Federal act and, in 
many cases, the State covers workers excluded by the 


In addition, there are special Federal programs, 
closely tied up with the Federal-State program, for 


Table 3.—Distribution of States by minimum size of firms covered under State laws, specified 


Size-of-firm coverage 
(number of workers) ! 


8 or more.. 
or more.. 


or more... 
or more... 


J or more.. 
or more... 
or more... 


6 
5 
4 or more.. 
3 
2 
1 


dates, 1937-60 


Number of States ! with specified size-of-firm coverage on— 


Dec; 31, Sct..4, Dec. 31, June 1, Jan. 1, Jan. 4, 
1937 1940 1945 | 1954 1956 1960 
51 51 51 51 | Si 
30 25 22 22 | 0 
1 0 0 0 0 
0 2 2 2 0 
1 0 ‘ 0 0 
7 9 8 | 28 | 
2 2 2 2 4 
0 0 0 | 0 t 
10 212 247 217 218 2 





0 
20 


1 In most States, specified number of workers must be employed for a stated period during a calendar year 
(usually 20 weeks). In some States, the size of an employer's payroll ts an alternative, additional, or sole factor in 
establishing whether he is subject. States with size-of-payroll requirements only are listed as covering employers 


of 7 or more. 


2 Includes Minnesota and New Mexico. 


employer is covered with quarterly payroll of $450 or more, or at least 2 workers in 13 weeks. 


Employment Security Review 


In Minnesota, 1-or-more coverage applies only to firms located 


within a place of 10,000 population or more; elsewhere, same limitation as in Federal law. In New Mexico, 
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INCREASE IN THE CIVILIAN LABOR FORCE AND COVERED EMPLOYMENT * 
1938-1959 
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"Represents average monthly employment covered under State unemployment insurance laws. 


Effective January |, 1955, includes 


Federal 


Federal civilian workers and for  ex-servicemen. 
There is also a separate Federal program for railroad 
workers. 

(he number of workers covered by unemployment 
insurance in an average month increased from 21 
million in 1938 to an estimated 45.7 million in 1959. 
Of this total, railroad workers numbered about 1.1 
million in 1938 and 0.9 million in 1959. State cov- 
erage, which averaged 19.9 million in 1938, increased 
to 35.4 million by 1954, and has since risen to 39.8 
million in 1959. The other 5 million workers covered 
in 1959 are the 2.4 million civilian employees of the 
Federal Government and 2.6 million members of the 
Armed Forces. (See chart 2.) 


Expansion Through 
Labor Force Factors 


Part of the increase in number of workers covered 
is attributable to growth of the labor force, particularly 
in the number of wage and salary workers. Although 
15.5 million more workers were covered in 1954 than 
in 1938, the proportion of civilian wage and salary 
workers covered had increased only from 65 percent 
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5DS770—60 2 


civilian workers. 


to 72 percent. 
to 78 percent. 

Business trends also influence the program’s cover- 
age. To some extent, these influences are masked by 
the annual averages. Chart 3 for the period July 1, 
1956—June 30, 1959 shows the influence of the reces- 
sion, as well as of seasonal factors, on covered em- 
ployment. 


By 1959, this proportion had increased 


Expansion Through Program Changes 


Especially since 1954, much of the increase in the 
number of workers protected has resulted from legis- 
lative extension of the program to groups of workers 
formerly not covered. 

In 1954, Congress enacted the first major change 
in the Federal definition of “employer.” Whereas 
previously a business needed to have at least 8 workers 
in at least 20 weeks to be covered, effective with 1956 
those who had at least 4 workers in 20 weeks were 
covered. 

Just before the Federal law change, 22 State laws 
followed the Federal size-of-firm exclusion; 2 others 
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Claimants do part of the work in filing their claims—Baltimore, 
Md., Department of Employment Security. 


limited coverage to firms with at least 6 workers. As 
table 3 shows, the situation in this respect was the 
same in 1954 as it had been in 1945, but it changed 
rrmnnege - after the Federal extension of coverage. 
About 1.2 million additional workers received unem- 
ployme nt insurance protection when all States began 
covering employers with 4 to 7 workers as well as 
larger firms. 

Since 1954, the number of States covering firms 
with fewer than 4 workers has increased from 19 to 
24; the number covering some employers with only 
1 worker has increased from 17 to 20. As a result 
of these changes, another 440,000 workers were 
protected. 

Since 1954, the Federal definitions of “employee” 
and “employment” have not changed. There had 
been several changes in these definitions during the 
program’s first 20 years. Some changes, such as the 
addition of national banks and maritime employ- 
ment, increased the program’s coverage; other 
changes, such as the definition of agricultural labor 
and the limitation of “employees” to those under 
common law, decreased protection. In the past 5 
years, however, some States have taken significant 
steps toward covering kinds of service previously 
excluded. 

One group of workers whose coverage has increased 
considerably in recent years is the employees of State 
governments. Because of constitutional limitations, 
the Federal Unemployment Tax Act did not apply 
to employment for State and local governments. Al- 
though the constitutional barrier did not apply to 
the State tax, the original State laws, with the excep- 
tion of Wisconsin, generally excluded such employ- 
ment. In 1954 only three States included government 
services in the definition of “employment”; in another 
eight States, some government service was covered 
under the provisions permitting excluded services to 
be covered voluntarily. In all, however, only about 
115,000 workers were protected. 
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By 1960, however, 10 States cover the bulk of Staie 
employ ees on a compulsory basis, and 11 have specific 
provisions for elective coverage of State employees, 
The District of Columbia elected to cover all of iis 
employees. Employees of political subdivisions of the 
State are mentioned in 21 laws, generally in terms of 
elective coverage. As a result of all these provisions, 
the number of State and local government employees 
covered increased to 350,000. 

In 1957, the Hawaii Legislature set up a separate 
system of unemployment insurance for some agricul- 
tural workers. The system applied only to those 
working for an employer with at least 20 farmworkers 
on each of 24 days for 4 successive calendar quar- 
ters, and at least 1 worker covered by the regular pro- 
gram. Qualifying requirements were more difficult 
to meet than under the regular program. ‘The pro- 
gram applied to about 12,000 workers, primarily those 
in pineapple and sugar activities, and during the first 
year very few benefits were paid. As a result, the 
1959 session of the legislature covered large farm en- 
terprises—those with at least 20 workers for 20 
weeks—under the regular unemployment insurance 
law. : 

States have also begun moving toward covering the 
employees of nonprofit educational, religious, and 
charitable organizations. ‘There are now three States 
which cover such organizations. Coverage totals 


about 20,000. 


Expansion Through New Programs 

About 5.0 million workers have been given unem- 
ployment insurance protection, since 1954, through 
Chart 3. 


FLUCTUATION IN EMPLOYMENT COVERED BY Ul AND UCFE 
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UNEMPLOYMENT INSURANCE COVERAGE OF WAGE AND SALARY WORKERS 
ABOUT 46 MILLION WAGE EARNERS WERE PROTECTED BY UNEMPLOYMENT INSURANCE IN 1959 
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congressional establishment of special programs. For 
the 2.4 million civilian employees of the Federal Gov- 
ernment, protection began in January 1955 under a 
program paying benefits in accordance with State law 
provisions and financed by the Federal Government. 
In October 1958, the coverage was extended to the 
2.6 million members of the Armed Forces. 


Gaps in Coverage 


There are still about 13 million wage and salary 
workers not protected against wage loss due to unem- 
ployment. Chart 4 shows the categories of excluded 
workers and the average number in each category 
in 1959, 

For some of these workers, such as the teachers in 
both Government and nonprofit schools, the risk of 
unemployment may not be great—although their fel- 
low teachers in profitmaking schools are nevertheless 
covered. For many other workers, particularly the 
unskilled who make up a large proportion of the non- 
profit, agriculture, and domestic categories, the threat 
of involuntary unemployment and no income is a very 
real danger. 
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Comparison With OASI 


Under the original Social Security Act, the only 
significant difference in coverage between unemploy- 
ment insurance and old-age benefits was that the lat- 
ter program covered employers with one worker at 
any time. .In 1938, the old-age benefit program cov- 
ered about 75 percent of civilian wage and salary 
workers outside the railroad industry, while the un- 
employment insurance program covered 65 percent of 
them. Over the years, the coverage differences have 
increased. Many kinds of service originally excluded 
are now covered by Old-Age, Survivors, and Disability 
Insurance, but not Federal workers covered by the 
Civil Service Retirement Act. The unemployment 
insurance program has made substantial progress in 
covering small firms, has added Federal workers, but 
has made fewer changes with respect to other kinds 
of services. As a result, in 1959 about 88 percent of 
the nonrailroad civilian wage and salary workers were 
covered by OASDI and about 80 percent of them by 


unemployment insurance. 
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Table 4. 





Selected data on employment, unemployment, claims, and benefits, 1954-59 ! 


(Amounts in millions) 





Average Average Average 
monthly monthly weekly Valid ? 
Year covered total insured new 
employ- unemploy- | unemploy- claims 
ment ment ment 

1954 35.4 a2 9.4 
15 38.8 ae A Be 7:0 
1950... 41.6 2.6 lm Be 
(2) ae 42.1 Z:9 Re 7.8 
4 ee 40.8 4.7 ‘Ag 9.9 
195) *..... 44.8 3. 8 1.8 7.9 


1 Includes Federal, civilian, and military employees. 


Average Insure 
Claimants Total weekly unemploy- 
Benefi- exhausting benefit benefit ment : 
ciaries benefits payments for total percent of 
unemploy- | covered «m- 
ment ployment 
6. 6 1.8 $2, 027 $24. 93 5.3 
4.6 io 1, 350 25. 08 3.4 
4.7 1.0 1, 381 27. 06 3.1 
5.6 Re 1, 734 20: 28 7 
8.0 2.6 3, 949 30. 58 6.6 
6.1 Ls 2219 30. 41 1.4 


2 A valid claim is one filed by a worker who has enough prior employment to be insured. 


3 Estimated. 


Governors’ Views on Unemployment Insurance 


—Excerpts from their 1959 messages 


THE basic soundness and importance of our un- 
employment compensation program was dramati- 
cally demonstrated during the past months, when it 
was truly a first line of defense against the conse- 
quences of unemployment. Its response to the ad- 
verse effects of the business downturn which began 
in the last quarter of 1957 was immediate and highly 
effective. The benefits paid during 1958 went far 
in helping to arrest the downward spiral of com- 
munity purchasing power, and in preventing undue 
hardship among those of our citizens who were 
temporarily out of work. 

—WILLIAM G. STRATTON, Governor of Illi- 


nois, in Message to Legislature, January 7, 1959. 


THE Department of Employment Security has 
handled well over half a billion dollars during the 
past 6 years—important dollars that have contrib- 
uted to the stability of our State economy. This 
was particularly true during the recent recession 
when the Department paid out a total of $52 million 
to the temporarily unemployed on the one hand, 
while still placing some 900,000 people in jobs 
during 1958. 

—FRANK G. CLEMENT, Governor of Tennessee, 
in Farewell Address to Legislature, January 8, 1959. 
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DURING the economic recession through which 
we passed in 1958, many Utah workers were placed 
in a critical situation when they exceeded the 
statutory 26-week limit for unemployment compen- 
sation. It was urged in some quarters that the 
Legislature be called into special session to enact 
emergency measures to extend the period of unem- 
ployment compensation. 


I believe this should be done on a permanent 
rather than an emergency basis, and I urge your 
approval of legislation to extend the maximum time 
for which unemployment compensation may be paid 
to properly qualified persons. 

—GEORGE D. CLYDE, Governor of Utah, in 
Message to Legislature, January 12, 1959. 


I BELIEVE that the level of unemployment insur- 
ance benefits clearly should be raised. At 1959 
prices, no family can meet its basic needs on the $40 
per week maximum. In the last year, there has 
been forceful evidence that thousands of workers are 
left stranded if benefit payments are limited to 26 
weeks when recessions last longer. We should 
lengthen the period of coverage, at least whenever 
unemployment has reached a given percentage of 
the work force. 

—EDMUNDG. BROWN, Governor of California, 
January 5, 1959. 
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HIS Economic Report for 1954, President Eisen- 
hower recommended that unemployment benefits 
be provided to the great majority of beneficiaries equal 
to at least half their regular wages and that benefits 
for a uniform period of 26 weeks be made available 
to all. These recommendations have been repeated 
in all subsequent Economic Reports. The past 5 
years have seen more intensive efforts on the part of 
the States to bring their benefit provisions closer to 
the goals recommended by the President. Attainment 
of the goal on amount of benefits, however, has been 
made more difficult by the continued rise in wages. 
Not only did the more rapid increase in wages over 
benefits during the decade following the end of World 
War II have to be overcome, but benefit levels also 
had to be kept in line with current wage increases. 

In the decade 1945 to 1954, the increase in average 
weekly wages outpaced the increase in the average 
weekly benefit amount. Wages rose by 65 percent, 
from approximately $45 to $75, while benefits, rela- 
tively, increased about half as much from $19 to $25. 
Beginning with 1955, benefit increases kept pace with 
wage increases, although the lost ground was not re- 
gained. Thus by 1959, the average weekly wage had 
risen to more than $90, a 5-year increase of 21 percent, 
and the weekly benefit payment during this period 
also increased by 21 percent to an average of $30.41 
see table 4 on opposite page, and chart 5). 

The continued rise in wage levels poses serious prob- 
lems for the unemployment insurance program when 
bencfits lag behind wages. The heavy concentration 
of claimants at the maximum weekly benefit amount 
tends to obscure the wage-related concept underlying 
the setting of benefits. Other aspects of the benefit 
provisions in State laws, such as the qualifying require- 
ment and benefits for partial unemployment, also tend 
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I. Eligibility 


and Benetits 


to lag behind wage increases. The past 5 years have 
seen a significant growth in the search for and the 
adoption of techniques for automatically keeping 
benefit levels in line with wages. 


Eligibility Requirements 


A noticeable increase in the amount of base-period 
wages or of employment required to qualify for bene- 
fits has taken place in the past 5 years. The increase 
reflected the normal upward adjustment to higher 
wage levels, but in addition, it also reflected a tighten- 
ing in eligibility requirement. ‘Twenty States which 
require base-period wages totaling a specified multiple 
of individual claimants’ weekly benefit amount have 
tended to raise the multiple required, in some cases 
very substantially. There has been a movement 
away from sole reliance on a flat minimum wage re- 
quirement. Seven States still have a flat requirement, 
but more of the States having such a provision also 
have an additional requirement that wages be earned 
in more than one calendar quarter or that a specified 
amount of wages be earned in other than claimant’s 
high quarter or in specified quarters of the base 
period. 

Nine States now require a minimum number of 
weeks of employment in the preceding 52 weeks as 
compared with six States in 1955. One of these 
States, New York, adopted an alternative requirement 
in 1958 permitting ineligible claimants to qualify if 
they had a specified minimum number of weeks of 
employment in each of the two preceding consecutive 
52-week periods. Another form of qualifying require- 
ment has also gained in use. Compared with six 
States in 1955, eight now require base-period wages 


II 








totaling a specified multiple of individual claimants’ 
high-quarter wages. 

The minimum amount of base-period wages re- 
quired to qualify a claimant for any benefits has also 
been raised. Most of the increases in minimum quali- 
fying wages resulted from or accompanied increases in 
the minimum weekly benefit amount. Minimums 
among the States now range from $150 to $800, as 
compared with a range of $90 to $800 in 1955. Seven- 
teen States now require $400 or more; in 1955 only 10 
States did so. 

A further increase occurred in the amounts of wages 
necessary to qualify for the maximum weekly benefit 
amount and maximum duration. In 1955, only 8 
States used wages of $3,000 or more to qualify for 
maximum annual benefits; now 19 States use this 
amount or more. 


Changes in Benefit Formulas 


As in 1955, a preponderance of the States continue 
to use benefit formulas which base claimants’ weekly 
benefit amount on a fraction of wages in that calendar 
quarter of the base period in which their wages were 





among the States in the type of formula used, he 
number using the high-quarter formula, then as now, 
remains at 39. Among these States, however, a cef- 
inite trend toward less liberal high-quarter fractions 
has been established. 

In this formula, the weekly benefit amount is ex- 
pressed as a fraction of the amount of wages in the 
high quarter. In 1955, only eight States used one 
twenty-sixth as the fraction, a provision that had the 
practical effect of requiring that a worker have full 
employment in his high quarter to receive 50 percent 
of his weekly wage as a benefit. By 1960 11 States 
had such a provision. The six States that in 1955 used 
one-twentieth as the fraction were reduced to two by 
1960. In application, this formula allowed one-half 
the weekly wage as benefits to any worker with not 
more than 3 weeks of unemployment in his high quar- 
ter. Among the States which apply a weighted frac- 
tion in favor of claimants with low quarterly earnings, 
a tendency toward adoption of lower fractions at all 
levels has been marked. ‘Two such States apply a 
fraction as low as one twentieth-eighth at the higher 
quarterly wage levels. 

One less State than in 1955 now bases claimants’ 





























highest. Although there has been a slight shifting weekly benefit amount on a percentage of total base- 
Chart 5. 
TREND IN AVERAGE WEEKLY BENEFIT AND AVERAGE WEEKLY WAGES 
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Talle 5.—Relationship of maximum basic weekly benefit 
1ount ! to average weekly wages in covered employment, 
s lected dates, 1945-60 





Number of States 

















Dec. 31, | June 15, | May 1, 
1945 1955 1960 
| | 
Uc Re aon arene ee 51 | Sl 51 
Maximum basic weekly benefit | 
amount: 
_ 5 LOSS a ara Sear Re eae atte by ok | iS Le EP eae 
ee ee eee | t REGee Ree ik 
Fo ae), a oe ee | 23 Ut aeearararae 
OS A: A a ee | 5 18 3 
(i: Dt meee 23 18 
$35-$39.. betes Bea eee mae 8 14 
EN say fale le he an eieres a ekera as 3 0 10 
SI evn vencenasus ew 1 | 4 
$50 or more , ren eae Z 
Percent of average weekly v wage: 

Si BO. atte Sita Ginend s e8e 1 0 1 
Ra cares waeie Gileos tava 6 iy 12 
Se ee as 30 29 26 
ee peat Lae 11 | 5 11 
60 ANG OVER <5 <5:s0.5.000. | 3 0 1 








1 Excludes dependents’ allowances. 


period or annual wages; seven States now use the 
annual-wage formula. The number of States now 
basing claimants’ weekly benefit amount on a percent- 
age of their average weekly wages totals five, one 
more than in 1955. The latest addition to this group, 
Rhode Island, provides a weekly benefit of 50 percent 
of wages at all levels. The other four States con- 
tinue to weight the percentage in favor of claimants 
at the lower average weekly wage levels. 


Maximum Weekly Benefits 


Acting upon the President’s recommendations, 
many States have made significant increases in their 
maximum weekly benefit amount since 1955. ‘Two 
States now provide a maximum of $50 or more. In 
1955, only one State’s maximum exceeded $36. The 
increases in the maximum weekly benefit amount have 
brought about some improvements in the relation- 
ship of benefits to wages. These changes are shown 
in table 5. 

Six States have abandoned the fixed dollar maxi- 
mum and provide maximum weekly benefit amounts 
adjusted automatically to equal 50-55 percent of the 
statewide average weekly wage without recourse to 
further legislation. A new maximum is computed 
semiannually in two of these States and annually in 
the four other States. 

These increases in the maximum weekly benefit 
amount are reflected in the declining proportion of 
claimants whose benefits are limited by the maximums 
set by law. In 1954, 62 percent of all claimants qual- 
ified for the maximum in their respective States, and 
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in 27 States, an even higher proportion were at the 


ceiling. By 1959 the proportion had declined to 47 
percent. 
Dependents’ Allowances 


Twelve States now provide additional benefits for 
claimants with dependents as compared with 11 States 
in 1955; the amount allowed per dependent varies 
from $1 to $8 among the States with dependants’ al- 
lowances; the highest provided in 1955 was $5. 

Rhode Island added a provision for dependents’ 
allowances in 1958; North Dakota repealed its pro- 
vision in 1959, at the same time increasing its maxi- 
mum basic weekly benefit by $6. Iowa adopted a 
provision similar to the one enacted in Illinois in 1955, 
adding what is, in effect, a dependents’ allowance lim- 
ited to claimants whose high-quarter wages exceed 
those required for the maximum basic benefit. 


Other Benefit Developments 


Many States since 1955 have increased the amount 
of earnings disregarded in computing benefits for par- 
tial unemployment. Unemployment is usually defined 
in terms of a week in which a claimant has had less 
than full-time work and earnings totaling less than 
his weekly benefit. The trend toward relating the 
partial earnings allowance to the individual claimant’s 
weekly benefit amount has continued. In 1955, 10 
States reduced a claimant’s weekly benefit by the 
amount of his weekly earnings less a specified per- 
centage of the weekly benefit amount, in some cases 
with a ceiling on the amount of earnings disregarded. 
By 1960 the number of States totaled 16. Among the 
States which disregard a specified flat amount of earn- 
ings, the partial earnings allowance ranges from $2 to 
$12, with the median State disregarding $5. 








States W bich Peewee’ in » Adeaihin “Flexible” 


Maximum Weekly Benefit Amount * 
The first “flexible” maximum: 
KANSAS, effective March 5, 1949, at 50 percent of 
wages; however, dollar ceiling imposed effective June 
30, 1951; dollar ceiling removed effective April 5, 
1959 
The first to exceed 50 percent: 
WYOMING, effective July 1, 1957, at 55 percent of 
wages 
WISCONSIN, effective Jan. 1, 1960, at 5214 percent 
of wages 
Others adopting 50 percent: 
UTAH, effective July 1, 1956 
COLORADO, effective July 1, 1959 
VERMONT, effective July 1, 1960 





* Maximum weekly benefit amount is determined semi- 
annually in Colorado and Wisconsin and annually in the 
other four States at the specified percent of statewide aver- 
age weekly wage in covered employment (in Colorado, 
average weekly wage in selected industries). 


NOTE: MISSISSIPPI’s provision enacted in 1958 setting 
maximum at 55 percent is inoperative at current wage levels 
because of $30 ceiling imposed. 
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Only a few changes in waiting period requirements 
have taken place since 1955. One State repealed its 
1-week waiting period requirement and another mod- 
ified its provision whereby the waiting week now be- 
comes compensable if the claimant is unemployed for 
6 weeks and has not been disqualified. 


Duration of Benefits 


In mid-1955, six States met President Eisenhower's 
recommended goal of 26 weeks’ uniform duration of 
benefits. As shown in table 6, the number of States 
which met this goal of 26 weeks or more had in- 
creased by 1960 to only eight. Moreover, the total 
number of States adhering to the uniform duration 
concept had declined from 14 to 12. 

Most changes in the duration of benefits during the 
past 5 years have occurred in States which vary dura- 
tion with the amount of an individual’s base-period 
wage credits. The general trend among these States 
has been toward a higher maximum number of weeks 
of benefits provided; some have increased the percent- 
ages of wages used for computing duration up to the 
maximum. ‘The number providing a maximum du- 
ration of 26 weeks or more has risen since 1955 from 
21 to 34 (making 42 in all, including the uniform 
duration States). Eight have a maximum exceeding 
26 weeks (ranging from 28 to 39 weeks) ; in only two 
of these States did the maximum exceed 26 weeks 
prior to 1959. Only 5 States with variable duration 





States Pioneering in Permanent Provisions for Ex- 
tending Benefits During Recession Periods * 


Regular Extended 

maximum maximum 

(in weeks) (in weeks) 
RO UREIRINIER aise oe ee. 26 39 
Gonmectinut —...~.<.....-..<<.. 26 39 
DS See ee ee eee 26 39 
ES pee nat ek TO PAY 26 39 
Norm Carolina *............... 26 34 


NNR ee See ee 26 39 


‘ All provisions were enacted in 1959. They provide for 
extending the benefits of exhaustees by 50 percent (8 weeks 
in North Carolina) when the rate of insured unemployment 
exceeds a specified percent for a specified period of time. 

* Duration of benefits is uniform for all eligible claimants. 


provide a maximum of less than 26 weeks compared 
with 16 States in 1955. 

As in 1955, one-third of base-period wages is the 
typical fraction used in computing duration. Four 
States now have a fraction of one-half or more com- 
pared with only two in 1955. On the other hand, only 
9 States have a lesser fraction than three-tenths com- 
pared with 13 such States in 1955. 

Largely as a result of the statutory changes in dura- 
tion of benefits, the average potential duration for 
which claimants qualify has increased from 22.4 weeks 
in 1954 to 23.6 weeks in 1959. When the full effect 





Texas Employment Commission settled in its new home in Austin. 
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Distribution of States by maximum potential weeks of benefits for total unemployment, classified by variable and uniform 


duration, selected dates, 1937-60 


Dec. 31, 1945 
\{iximum number of | Dec. 31,|__ 
weeks 1937 
Total Variable | Uniform 

Total | 51 51 a7 
12 4 0 0 
13-15 tS 2 1 | 
16 1 29 | 12 TA 
17-19 1 | $j 5 
.... 4 | 21 | 15 
8-25.45 0 | 6 | 5 
26 Q | 5 | 4 
97-29... 0 0 | 0 | 
30) 0 0 | 0 
31-39. ... de) 0 0 | 0 


Includes 1 State with uniform duration of 16 weeks. 


of the 1959 changes is reflected, it is expected that the. 


average potential duration will be much closer to 24 
Among the States, during 1959, the average 
potential duration ranged from 15.4 weeks to 30 weeks. 
Part of the evidence of the adequacy of the unem- 
ployment insurance program is in the number of peo- 
ple who exhaust their benefits before finding a job. 
Despite the statutory increases in duration, the vol- 
ime of claimants exhausting their benefit rights con- 
tinued high, particularly in_ recession — periods. 
Approximately one out of every three individuals re- 
ceiving benefits exhausted during the recession of 
1957-58. Following the 1954 recession year, when 
the total reached 1.8 million, the volume of exhaus- 
tions dropped to 1 million in 1956. In the 1957-58 
recession, the volume of exhaustions rose to an even 
higher level, totaling 2.6 million in 1958. A relatively 
high volume of exhaustions persisted well after the 
conomy’s upturn, totaling 1.8 million in 1959. 
About 70 percent of the claimants who exhausted 
benefits during the 1957-58 recession were in States 
which extended the duration of benefits of such claim- 
ints by 50 percent of previous benefits, either through 
participation in the Federal temporary unemployment 
ompensation program or under an independently en- 
icted State temporary program. ‘These programs are 
lescribed in detail in chapter V. About 2 million 
xhaustees drew an average of nearly 10 additional 
weeks of benefits under the temporary programs. 


weeks. 


Extended Duration 
During Economic Stress 


Following the precedent established by temporary 
programs, six States in 1959 enacted the first per- 
manent provisions to extend the benefits of exhaustees 
during periods when statewide insured unemployment 
ind, in one State exhaustions as well, exceed specified 
evels. In five of these States, the permanent provi- 
Aucust 1960 
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June 30, 1955 May 1, 1960 


| ‘Total Variable | Uniform Total Variable | Uniform 
51 | 37 14 51 39 12 
Q | 0 0 0 0 0 
0) @) O O O 0 
3 . 1 0 0 0 
1 1 O 0 0 0 
| 11 7 4 2 2 | 0 
9 6 3 7 3) 4 
| 26 | 97 5 33 26 7 
0 0 0 1 1 0 
1 O 4 3 1 
O 0 O 4 4 O 


sion calls for extending the benefits of exhaustees dur- 
ing such periods by one-half of their regular benefits, 
and in the sixth State, by a flat 8 weeks. In Cali- 
fornia, this provision was operative from April 1 to 
June 30, 1960. In this State, the provision operates 
throughout one calendar quarter when the rate of 
insured unemployment in the preceding quarter has 
averaged 6 percent er more of average monthly cov- 
ered employment. 


Benefits Must Be in Line With Economy 


THE problems of keeping social security benefits in line 
with rising costs of living and, even more challenging, with 
rising general levels of prosperity, will surely occupy much 
attention. There are indeed several problems and not one. 
There is the fact that even today the levels: of benefits on 
some social insurance programs are difficult to defend if 
the purpose is to assure true income security when income 
is interrupted. 


Unemployment insurance benefits, for instance, not only 
replace a very small percentage of income loss due to unem- 
ployment, but the percentage is even smaller than it was 
when the programs were first introduced 25 years ago. 
All the social insurance programs are in danger of becoming 
less liberal, in terms of the percentage of wages which the 
benefits represent, because this is a period of secular price 
increases and the policy of fixing dollar limits to both the 
maximum payments and to the amount of taxable earnings 
inevitably results in a downward pressure on benefits when 
wages and prices are increasing. 


In the next quarter century it is hoped that these dollar 
maximums will be replaced by maximums related to some 
index of wages so that they will automatically rise as wages 
and prices increase. Such a method of defining maximum 
benefits and maximum taxable earnings would help also 
in keeping benefits more in line with rising levels of na- 
tional income, at least to the extent that increases in pro- 
ductivity are reflected in increased earnings. 


—EVALINE M. BURNS, Professor, New York School 
of Social Work, in Public Welfare, January 1960. 
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IV. Special Unemployment 


Insurance Programs 


ITHIN the past few years the Federal Govern- 
ment has indicated its concern with the problem 
of unemployment by taking action on several special! 
programs. The Congress enacted three unemploy- 
ment insurance laws covering veterans, ex-servicemen, 


and civilian employees of the Federal Government. 
It took action on the problem of long-duration unem- 
ployment by initiating a temporary unemployment 
compensation program involving the use Federal 
funds to increase the duration of benefits. 


1. Temporary Programs 


The inception of the temporary unemployment pro- 
grams derived its impetus from the 1957-58 recession. 
As the recession continued, the volumes of exhaus- 
tions focused national attention on the problems of the 
still unemployed workers without protection against 
income loss. 

During the 2d session of the 85th Congress, 40 bills 
were introduced to improve the adequacy of benefits 
under the Federal-State unemployment insurance pro- 
gram and to meet, in part at least, the problems of 
claimants who had exhausted their unemployment 
insurance. 

The congressional proposals of 1958 may be divided 
into two major groups. ‘The first group consisting of 
some 18 bills, all of which failed to pass, sought a 
permanent change in the benefit provisions of State 
unemployment insurance laws through enactment of 
certain minimum benefit standards. Pending the ef- 
fective date of the proposed standards, federally 
financed supplementary benefits were be payable 
substantially in accordance with the proposed stand- 
ards. 

The second group of 22 bills was concerned wholly 
with an immediate and temporary federally financed 
increase in benefits payable. The majority of these 
bills sought to provide additional weeks of benefits to 
persons who had exhausted their regular unemploy- 
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ment insurance benefits. A few, however, also sought 
a temporary increase in weekly benefits. 

The bill finally passed and signed by the President 
on June 4, 1958, was the Temporary U nemployment 
Compensation Act of 1958. The act provided that in 
States which chose to participate in the program, ad- 
ditional unemployment insurance could be paid on a 
temporary basis to jobless workers who exhausted their 
regular unemployment insurance benefit rights after 
June 30, 1957, or some later date selected by a partici- 
pating State. Regular unemployment insurance 
benefit rights included, in addition to payments under 
State unemployment insurance laws, unemployment 
compensation for Federal civilian employees, veterans, 
and ex-servicemen. The act allowed a State to par- 
ticipate fully with respect to all these programs or 
partially with respect to any one or more of them. 

To qualify, ¢ach claimant must have been unem- 
ployed and otherwise eligible for benefits except that 
his benefit rights were exhausted. The total amount 
of additional benefits payable was not to exceed 50 
percent of the total amount of regular benefits to 
which an individual was entitled during the benefit 
year in which he exhausted his claim. In effect, this 
provided a 50-percent increase in the duration of ben- 
efits. The act was effective June 19, 1958, and was 
to terminate March 31, 1959. This was later ex- 
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tended to June 30, 1959. 
efits were paid under the terms and conditions of 
the State law. 

Administrative and benefit costs for the temporary 
unemployment compensation (TUC) programs were 
to be advanced to the States by the Federal Govern- 


In general, additional ben- 


ment from general revenue. ‘The act provided for 
the reimbursement of such costs, plus a proportionate 
share of Federal administrative costs, through a de- 
crease in the 90-percent offset of the 3-percent Fed- 
eral unemployment tax on_ taxable 
employers, commencing in 1963 in each participating 
State which has not previously reimbursed the Fed- 
eral Government for its share of the costs through 
direct payment. 

Fifteen days after the TUC Act of 1958 was signed, 
the program became effective (on June 19, 1958). 
Pennsylvania was the first State to sign an agreement 
with the U.S. Secretary of Labor—on June 6, 1958- 
electing to participate fully in the TUC program. 
Thirty-four States, Puerto Rico, and the Virgin Is- 
lands elected to participate in the program to some 
degree and 17 of these signed agreements to partici- 
pate fully. 

Prior to the inception of the Federal-State TUC 
program in June 1958, but while it was under active 
discussion, Connecticut initiated its own program of 
paying additional benefits, equal to 50 percent of reg- 
ular benefits, to claimants who exhausted their regular 
unemployment insurance benefits. Between June 21 
and July 13, 1958, four more States (Colorado, IIli- 
nois, Ohio, and Wisconsin) began programs of pay- 
ing additional benefits for a temporary period. For 


payroll for 


Ex-servicemen’s control file, Bureau of Em- 
ployment Security, Washington, D.C. 


convenience, these State programs were termed “tem- 
porary extended duration” (TED). 

Approximately 70 percent of all workers covered 
under State and Federal unemployment insurance 
laws (excluding Railroad Unemployment Insurance ) 
were covered by the temporary programs——about 55 
percent-under the Temporary Unemployment Com- 
pensation Act of 1958 and some 15 percent under 
State TED laws. 

During the first 4 weeks of the TTUC program, 
initial claims in both TUC and TED averaged 139,000 
per week, including a large number filed by claimants 
who had exhausted their regular unemployment in- 
surance benefit rights prior to the inception of the 
TUC program. Insured unemployment under the 
temporary programs leveled off at about 650,000 dur- 
ing mid-August 1958, gradually declining after that 
until, in December 1958, the figure was less than 
397,000. 

By March 1959 when the TUC program was “ex- 
tended” for 3 months, insured unemployment under 
the temporary programs averaged a little over 312,000 
per week; it continued to decline rapidly after March 
1959, until the number stood at less than 69,000 in 
June 1959, the last complete month of ‘TUC program 
operations. By July 1959, all temporary programs 
had come to a close, except Ohio’s TED program 
which continued through December 26, 1959. 

Under the temporary programs, Federal and State, 
over 2 million individuals received $601 million in ben- 
efits, and more than 1.2 million of these exhausted 
their temporary benefit rights. ‘The average weekly 
benefit paid for all temporary programs was $30.44 
and the average duration was 9.8 weeks. 


2. Unemployment Compensation for Veterans 


\eterans of World War II will remember the “52 


program, provided by title V of the Servicemen’s 
Readjustment Act of 1944, which helped facilitate 
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their adjustment to civilian life during the transition 
period following active military service. During the 
Korean conflict, the need for the same type of pro- 
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tection became apparent and the program of unem- 
ployment compensation for veterans (UCV) was be- 
gun in October 1952 as an answer to that need. Only 
veterans with some active service in the Armed Forces 
after June 26, 1950, and before February 1, 1955, were 
entitled to UCV benefits. 

Under this program, both a flat weekly benefit 
amount and a uniform duration period were estab- 
lished by Federal legislation ($26 per week for 26 
weeks State unemployment insurance benefit rights 
were to be used first, except that UCV benefits could 
supplement the State weekly benefits up to a com- 
bined UI-UCV benefit of $26 per weck. Generally, 
the eligibility, disqualification, and other pertinent pro- 
visions of State unemployment insurance laws were 





applicable to UCV claimants. ‘The benefits were paid 
from Federal funds. The program, although a te:n- 
porary one, was in operation for more than 7 years, 
expiring early in 1960. 

After October 27, 1958, when benefits under the 
program of unemployment compensation for ex-serv- 
icemen (UCX) (described later), became payable, 
any veteran had his rights to UCV benefits terminated 
if he were entitled to UCX benefits. 

During the more than 7 years of UCV program op- 
eration, $454.2 million in benefits were paid to 1.3 
million individual veterans for 19.5 million weeks of 
unemployment. At its peak in February 1955, the 
UCV program paid benefits to an average of over 
111,000 veterans each week. 


3. Unemployment Compensation for 
Federal Civilian Employees 


The program of unemployment compensation for 
Federal civilian employees (UCFE) began on Jan- 
uary 1, 1955, when coverage was extended to some 2.4 
million Federal employees previously not protected by 
unemployment insurance. Title XV of the Social Se- 
curity Act provides, with a few exceptions, that un- 
employment benefits are to be paid to Federal work- 
ers from Federal funds in the same amount and under 
the same terms and conditions as the unemployment 
insurance benefits that would be payable if their Fed- 
eral employment had been subject to the applicable 
State unemployment insurance law. ‘The law defines 
‘Federal service” as service performed in the employ 
of the United States or its wholly owned instrumen- 
talities, with 13 specified exceptions. The principal 
exceptions are elected officials, members of the Armed 
Forces, and aliens working for the Federal Govern- 
ment at stations outside the United States. 

In general, the law assigns wages earned in “Federal 
service’ to the State in which a Federal worker had 
his last official station before filing his claim. If the 
Federal worker also had State-covered employment, 
his benefit rights are based on both types of employ- 


ment and the additional benefit costs, i.e., amounts in 
excess of the benefits based on State covered employ- 
ment, are paid by the Federal Government. 

During the 51% years that the UCFE program has 
been in operation, $234.3 million in benefits were paid 
to 524,700 Federal workers for 7.9 million weeks of 
unemployment, as follows: 


lable ,7.--UCFE activities, 1955-60 
(In thousands) 
Benefici- Weeks of 
Period Benefits aries unemploy- 
ment 
[958 a 5s $28, 951 92.6 | 1, 147 
1956 28, 585 | 69. 4 1, 071 
1957... 32, 571 86. 9 1, 186 
1958 ; 61, 942 119. 3 2, 047 
1959 ~ 51, 260 102.5 1, 585 
Jan.—June 1960 (esti- | | 

mated). . ; 31, 034 54.0 | 908 


f. Unemployment Compensation for Ex-Servicemen 


The unemployment insurance protection provided 
to veterans of both World War II and the Korean 
conflict was temporary. After the official end of Ko- 
rean hostilities in January 1955, many young men and 
women continued to enter the Armed Forces, but, upon 
separation, had no unemployment insurance protec- 
tion based on their active military service. The great 
majority had no protection while adjusting to civilian 
life and civilian jobs, and thus were at a disadvantage 
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compared with individuals who remained in civilian 
life. In response to the problem, Congress passed the 
Ex-Servicemen’s Unemployment Act of 1958, which 
became effective October 27, 1958. 

Benefits under the program of unemployment com- 
pensation for ex-servicemen (UCX) may be paid to 
an individual who has actively served in the Armed 
Forces under the conditions specified in the act, pro- 
vided he meets the eligibility requirements of the un- 


Employment Security Review 





k 


roac 
Xp 
mel 
by t 

A 
ben 
$501 
day 
rang 
bene 

| 
nual 
that 
Can 
lar ( 
base 
In a 
amo 


than 


ind 

r 
emp 
the 
are ] 


rit} 
time 


tion 


pro 
the 7 


ploy, 


7] 


28,01 


Aug: 


; in 
Oy- 


has 
aid 


, of 


, 147 
, 071 
, 186 
, 047 
, 585 


908 


lian 
| the 
hich 


‘om- 
d to 
med 
pro- 
' Ue 


pew 





employment insurance law of the State in which he 
firs: files his claim for benefits. 

Benefits under the UCX program are based on the 
ex-serviceman’s military earnings and benefits are paid 
from Federal funds in the same amounts and under 
the same terms and conditions as to persons who qual- 
ify on the basis of State-covered or Federal civilian 


wales. 


The Veterans Administration, as was the case in 
the UCV program, is responsible for reviewing certain 
discharges to determine whether the individual meets 
service requirements of the act. 

For the period October 1958 through June 1960, an 
estimated $133 million in UCX benefits were paid 
to 360,000 ex-servicemen for 4.3 million weeks of 
unemployment. 


0d. Railroad Unemployment and Sickness Benefits 


Railroad workers are covered by the Federal rail- 

road unemployment insurance program which was 
expanded in 1947 to include payments for unemploy- 
ment due to sickness. The program is administered 
by the Railroad Retirement Board. 
-As amended in May 1959, the program provides 
benefits for workers with annual earnings of at least 
$500 in railroad work. The daily benefit (for each 
day of unemployment over 4 in a 14-day claim period ) 
ranges from $4.50 to $10.20, equivalent to a weekly 
benefit of $22.50 to $51. 

lhe daily benefit is established by a schedule of an- 
nual earnings up to $4,000 and over with a guarantee 
that, up to the maximum amount, the daily benefit 
cannot be less than 60 percent of the claimant’s regu- 
lar daily rate of pay for his last railroad job in the 
base year. An unemployed worker can draw benefits 
in a benefit year, which begins on July 1, up to the 
amount of his wages in the base year but for not more 
than 130 days (26 weeks The same benefits are 
provided for sickness; except that in the first 14-day 
claim period for sickness, benefits are payable for all 
days of sickness over seven. About one-third of the 
sickness beneficiaries and three-fifths of the unemploy- 
ment beneficiaries had their benefit rates determined 
under the 60 percent guarantee. 

lhe 1959 amendments extended the duration of un- 
employment benefits for workers with long service in 
the railroad industry; 65 additional days (13 weeks) 
are now provided for those with at least 10, but less 


than 15, years of railroad service and 130 days for 
workers with 15 or more years of such service. 

Data for the fiscal year 1959-60 reflect the 1959 
amendments and also include a major part of the 
retroactive adjustments resulting from the amend- 
ments. Most of the changes were retroactive to July 
1, 1958, and include temporary extended benefit pay- 
ments (similar to those paid under the Federal TUC 
program) provided retroactively to June 19, 1958, and 
extended benefits for long-service employees, made 
retroactive to January 1, 1958. Of the total of $275 
million paid during the year, $62 million represented 
adjustments under the 1959 amendments for unem- 
ployment or sickness which occurred earlier. Some 
221,000 workers were paid $152 million for current 
unemployment claims. About 51,000 claimants drew 
all the normal benefits to which they were entitled. 
During the same year, 142,000 claimants received $61 
million on current claims for sickness and maternity 
benefits. ‘The average benefit for a 2-week claim pe- 
riod, excluding retroactive payments, was $79.49 for 
normal unemployment benefits, $88.91 for sickness, 
and $138.38 for maternity. 

Both unemployment and sickness benefits are fi- 
nanced by an employer tax. Originally 3 percent, 
the tax rate has since 1948 varied with the amount 
in the trust fund. The 1959 amendments increased 
both the maximum rate and the amount required be- 
fore rates can be reduced. The new maximum, 
which is the currently effective rate, is 334 percent. 


Unemployment Insurance in Puerto Rico 


JANUARY 1959 marked the beginning of benefit payments under the Puerto Rico Employment Secu- 
rity Act, which was enacted in June 1956. Contributions, paid by employers with 4 or more workers at any 


time, became effective on January 1, 1957. 


The Puerto Rican program is similar in many respects to the State programs but, by reason of the defini- 
tion of the term “State” in the Federal Act, is not included in the Federal-State program. The law originally 
provided weekly benefits ranging from $7 to $12 for a uniform period of 7 weeks. By amendment in 1960, 
the maximum weekly benefit was raised to $16 and duration was increased to 12 weeks. 

The Bureau of Employment Security, the agency administering the unemployment insurance and em- 
ployment service programs in Puerto Rico, reports that in March 1959, 6,645 employers with a total of 
221,000 workers were covered under the act. During 1959, benefits totaling almost $1,688,000 were paid to 


28,000 unemployed workers. 


Aucust 1960 
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Vv. Trends in 


Disqualification 


OT all workers who lose their jobs after having 

acquired rights to benefits by employment and 
earnings in insured work are entitled to unemploy- 
ment benefits. Unemployed workers must still meet 
the tests imposed by the eligibility and disqualification 
provisions of the State laws. As shown in table 8, a 
considerable number of claimants are disqualified 
each year. The volume of disqualifications varied 
from a high of 21.2 per 1,000 claimant contacts in 
1953 to a low of 12.0 per 1,000 claimant contacts in 
the recession year of 1949. The rate of disqualifica- 
tion tended to drop when the rate of unemployment 
rose, but not in the same proportion. 

The disqualification provisions in the State laws 
limit the insured risk by spelling out the conditions 
under which benefits for all or part of a claimant’s 
spell of unemployment shall be payable. And through 
the years the changes which have been made in these 
conditions, by legislative amendment and by admin- 
istrative and judicial interpretation, reflect the vary- 
ing concepts of the function of the program. 


Influences and Counterinfluences 


Under most of the early laws, the disqualification 
provisions were relatively simple as compared with 
those subsequently adopted; in spite of variations in 
their wording, they operated to grant benefits to pro- 
portionately more individuals whose unemployment 
was due primarily to economic causes. For instance, 
they provided for the denial of benefits for a temporary 
period to claimants who were found to have been re- 
sponsible, initially, for their own unemployment or 
for their continued unemployment: i.e., claimants 
who left their work voluntarily or were discharged 
for misconduct or claimants who, being unemployed, 
refused an offer of suitable work. Even for such 
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claimants, no disqualification was imposed if the ac- 
tions which caused their unemployment were consid- 
cred reasonable under the particular circumstances of 
each case. 

The labor dispute disqualification, included in all 
State laws, was in a class by itself. No benefits were 
payable to participants and the reasons for the dispute 
were immaterial. The disqualification was based on 
the actuarial grounds and the theory that it maintained 
the neutrality of the program in relation to such 
disputes. 

Twenty-five years have seen many changes in the 
conditions for the receipt of benefits. ‘The causes for 
which benefits are denied have multiplied, and the 
potential periods of uncompensated unemployment 
have been extended under many laws. Chiefly re- 
sponsible for these changes are experience rating pro- 
visions, the state of the labor market during these 
years, and changes in union organization and collec- 
tive-bargaining objectives. Taken together, these 
changes are reflected in legislative action and in ad- 
ministrative and judicial interpretations, 

An important influence leading to more stringent 
disqualification provisions was employer efforts to 
lower tax rates which, under the Federal act, can 
ben done only through experience rating. Since ben- 
efit payments charged against an employer led to a 
higher tax rate’ for him, there was a tendency to limit 
the unemployment for which benefits would be paid. 
This led to a change in many of the disqualification 
provisions to limit benefits to those workers who were 
unemployed because of employer “fault” and resulted 
in the disqualification of workers who left work fo1 
personal reasons, who quit for a better job, or who 
were forced out by union-management agreements. 
It also led to the cancellation of benefit rights so that 
a worker who was separated for any reason other than 
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Materials that are useful aids to handling claims— prepared by States and the Bureau of Employment Security. 


employer “fault” lost both current and future pro- 
tection. (See table 9.) 

Another factor contributing to this trend was the 
dramatic change in the demand for labor which ac- 
ompanied the Second World War. The original 
laws were outgrowths of the depression of the thirties 
when legislation was designed to protect the benefit 
rights of as many of the covered workers as possible. 
uring World War II, however, the tight labor mar- 
ket led many to assume that any unemployment was 
inwarranted and that the unemployed worker must 
be at fault. Virtually unlimited job opportunities 
iso lessened the worker’s concern with his protection 
wainst unemployment. 

There were counterinfluences at work however. 
\fter the war, increased unemployment brought a new 
wareness of the effect of the provisions that had 
been added to State laws. Some laws were made less 
estrictive by the addition of exception clauses for a 
vide variety of situations in which the effect of the 
aw had not been fully visualized. 

Influences and counterinfluences characterizing the 
wstwar years also carried over into the 1955-60 pe- 
lod in both legislative and benefit decisions. 


legislative Trends 
State legislative changes of the eligibility and dis- 
ualification provisions presented a seesaw pattern. 


For xample, 17 States modified their disqualification 


August 1960 


provisions for voluntary quit since 1955; of these, 9 in- 
creased and 7 decreased the severity of the disqualifi- 
cation imposed. 

The pattern in the period 1955-60 is significant in 
the perspective of the entire 25-year period. Evolu- 
tion of the national pattern for the disqualification 
for a voluntary separation and for the requirement 
that claimants make an active search for work can 
serve as examples. In table 9, the count of State 
laws with these provisions is given for a series of dates 
at intervals of a few years during the 25-year period. 

With respect to the voluntary leaving disqualifica- 
tion, there was a steady increase from 1937 to 1943 in 
the number of State laws which limited “good cause,” 
or which canceled or reduced benefits of disqualified 
claimants. But since 1945, the number of States with 
these limitations has fluctuated. At present it seems 
possible that the upward trend has stopped—or even 
been reversed—especially so far as the cancellation or 
reduction of benefit rights is concerned. In any case, 
the total count of the States whose laws contain these 
restrictive provisions has never included as many as 
half of the States. 

The specific eligibility requirement that claimants 
make an active search for work, unlike the limitations 
on “good cause” for a voluntary quit, was not included 
in any of the original laws. From 1943, when “seek- 
ing work” first appeared in an American unemploy- 
ment insurance law, through 1954, the total count 
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steadily increased, though at a decelerating rate since 
1949, and with shifts in the position of particulai 
States. 


Trends in Benefit Decisions 


Benefit decisions, like legislative provisions, reflect 
the changes in attitude which have accompanied the 
development of the program. Legislation, however, 
must be general in its terms, in order that it may ap- 
ply to a wide variety of different factual situations. 
In contrast, each decision involves the application of 
the general terms of the law to one specific factual 
situation. As a result, decisions are far more reveal- 
ing of the action and reaction between the program 
and the industrial and social conditions of the periods. 

It is more difficult to measure trends of decisions 
than trends in legal provisions. Each decision is con- 
cerned with a factual situation which is probably never 
exactly duplicated in another case. Moreover, deci- 
range initial determinations, where the 
rights of most claimants for benefits are determined 
without the formality of a hearing, to decisions by the 
highest State courts made after a case has pursued its 
slow course from the local claims office through the 
Their number has become legion over the 
course of years. 


sions from 


courts. 


senefit decisions, like legislative enactments, have 
not exhibited a consistent trend. Although there ap- 
pears to have been a tendency toward the adoption of 
increasingly restrictive interpretations in some States, 
it is also true that some reversals of restrictive inter- 
pretations occur. Such changes are sometimes the 
result of a change in law enacted to reverse a par- 
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Another aid to handling claims—poster used in local offices by the 
Massachusetts Division of Employment Security. 


ticular decision. At other times, they result from a 
change in interpretation, either through appeal to a 
higher court or as a result of a reversal by a court of 
its own earlier decision. 

What, then, can be said about trends in disqualifica- 
tions, as those trends have been reflected in benefit 
decisions during the 25 years of the existence of the 
unemployment insurance program? Without at- 
tempting to evaluate the “weight of authority,” some 
conclusions can be drawn from the reading of deci- 
sions, administrative and judicial, over the span of 
years. One is that the same trend toward increasing 
stringency, which was seen in the development of the 


fotal number of disqualifications and ratio to claimant contacts and new spells of insured unemployment by issuc 


1945-591 


Absolute figures in thousands) 





Item 1945 194 1949 1951 1953 1955 1956 1957 1958 1959 
New spells of insured unem- | | 
ployment 2 5, 608 8,860 | 16,352 | 10,046 | 10,543 | 11,079 | 11,124 | 13,276 | 18,237 | 13,532 
Number of claimant contacts *.| 36, 241 60, 599 |109, 408 | 56,835 | 57,229 | 72,312 | 71,128 | 84.534 |140.500 | 95,586 
(otal disqualifications 4 574 1, 063 1, 313 1, 097 1, 207 1, 460 1,384 | 1,562 1,963 | 1,721 
Per 1,000 claimant contacts 15.9 17.5 12.0 19.3 21.1 | 20.2 19.5 | 18.5 | 14.0 | 18.0 
Not able or not available | | 
for work ; 300 564 593 488 493 636 | 603 674 | 836 765 
Per 1,000 claimant con- | 
tacts... 8.3 9.3 5.4 8.6 8.6 8.8 8.5 8.0 6.0 8.0 
Refusals of suitable work 88 113 88 9] 88 | 86 | 77 | 68 68 | 77 
Per 1,000 claimant con- | 
tacts... 2.4 1.9 0.8 | 1.6 L-5 L2 tai a 0.8 | 0.5 0.8 
Voluntary quits 134 263 4122 | 313 393 "394 100 404 | 574 | +80 
Per 1,000 spells of in- 
sured unemployment 23.8 29.7 25.8 S41 37.2 | 35.6 36.0 35.0 31.5 35.5 
Discharge for misconduct. . 30 83 143 9] 122 150 138 164 217 176 
Per 1,000 spells of in- 
sured unemployment 5:3 9.4 8.8 9.0 11.6 13.5 12.4 12.3 11.9 13.0 


1 Includes data for Federal employees from 1955-58. 


2 New intrastate claims, except transitional claims, eligible on monetary determinations, plus additional intrastate claims and initial interstate 
claims received as liable State. 


3 New spells of unemployment, plus intrastate continued claims, and interstate continued claims received as liable State. 
* Excludes disqualifications based on labor disputes, but includes a miscellaneous group of issues as well as the 4 issues shown separately. 
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legis ative provisions, has been reflected in the benefit 


deci ions. There, too, there have been ebbs and flows 
in the strictness or liberality with which the disquali- 
fications have been applied. And finally, changes in 


the labor market and changes in union organization 
and in collective bargaining are reflected sensitively 
bot!: in the issues involved in benefit decisions and in 
the reasoning that appears in benefit decisions. 


Changing Issues in 
Benefit Decisions 


Industrial unionization, which was in its infancy 
in 1935, now includes a considerable proportion of 
the union members in the United States. Organiza- 
tion of the mass-production industries carried with it 
an increased emphasis on multiple-employer and in- 
dustrywide bargaining. Fringe benefits, too, assumed 
a new importance as a legitimate concern for bargain- 
inv. All of these changes have been reflected in the 
issues which have increasingly concerned the admin- 


istrative tribunals and the courts in their decisions ~ 


under the unemployment insurance laws. 

For example, the theory of the union as the agent 
of its members has been cited in many cases involving 
fringe benefits under a union contract. The benefit 
rights of workers on payless vacations during a plant 
shutdown under a union contract providing for paid 
vacations for workers with an agreed length of service 
with the employer have been in issue throughout the 
country for many years. Decisions in such cases are 
illuminating illustrations of the close relationship be- 
tween changes in industrial relations patterns and the 
issues In benefit decisions. 

In some States, benefits have been found to be pay- 
able if the claimant is otherwise eligible; in others 
hey have been denied on the theory that the claimant 
has agreed to go on a payless vacation by virtue of the 
action of his agent, the union. In some States, such 
decisions denying benefits have been overruled by leg- 
islative action. 

Conflicting attitudes toward the agency-doctrine are 
illustrated by the majority and the dissenting opin- 
ions in I, M. Dach Underwear Company v. Employ- 
ment Security Commission et al. (1956, 347 Mich. 465, 
80 N.W. 2d 193). In this case, the majority of the 
Michigan Supreme Court sustained the denial of bene- 
fits to the claimants who were on payless vacations 
during a plant shutdown in accordance with the terms 
of the union agreement and supported the denial on 
the agency-theory. In its majority opinion, the court 
stated: “, we conclude that the claimants were not 
‘involuntarily unemployed’ but, rather, that the situa- 
tion in which they were placed as a result of the 
closing of their employer’s plant resulted from 
the contract made in their behalf by their collective- 
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Table 9.—Number of States with statutory provisions requiring 
an active search for,work, restricting good cause for voluntary 
leaving, or canceling or reducing benefits of disqualified 
claimants, 1937-60 


Active Good cause Benefits 

Date search | for voluntary | reduced or 
for work leaving canceled 2 

required | restricted ! 
1937, December..... 4 3 
1940, March.... 7 12 
1941, December... 11 21 
1943, December... a 19 19 
1945, December. . . 6 17 17 
1948, October... 15 16 16 
1949, September. . a2 18 17 
1951, December... 24 17 17 
1954, August... 26 20 16 
1955, December... 26 22 20 
1958, January.... 27 21 18 
1960, January.... 26 20 t? 


1 The only good cause recognized is that connected with the work or 
attributable to the employer or involving fault on the part of the employer. 
The same restriction has been achieved in some other States by adminis- 
trative or judicial interpretation. In the remaining States, ‘‘good cause” 
recognizes personal reasons of the employee. 

2 In addition to postponements of benefits under all laws. 


bargaining agency, the union of which they were mem- 
bers. The right of a labor union to bind its 
members, for whom it is the sole collective-bargaining 
agency, by a contract of the character here involved 
was recognized by the court in Chrysler Corporation 
v. Smith 

In an emphatic dissent, Justice Smith, with the con- 
currence of Justices Edward and Black, made the fol- 
lowing comment on this theory: 

‘“T can agree to no construction of a statute which 
gnaws out its bowels. Here is a woman who wants 
work, who needs work, and who has had her job 
taken from her against her will. When she applies 
for compensation, relying on the statute enacted for 
her economic security, she is told that what really 
happened to her was that she asked for a vacation 
and got it. The results warrant searching inquiry. 
Whenever the law says that what a person did, le- 
gally, is: the opposite of what he did, actually, 
then explanation is due our people. 

Other fringe-benefit provisions which have been rel- 
atively common in collective-bargaining contracts 
have also had repercussions on the benefit rights of 
claimants. Provisions for compulsory retirement on 
pension at a stated age and for seniority rights and 
bumping privileges in case of mass layoffs have fre- 
quently had the unexpected result of excluding un- 
employed workers from benefit rights, generally on the 
agency-theory. 
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VI. Benefit Financing 


LL recessions, prewar and postwar, to which the 
Federal-State unemployment insurance system 
has been exposed, have come in periods of substantial 
reserve accumulation. The heavy drains occurring 
in 1938 came after the equivalent of a 1-year reserve 
accumulation at the standard rate of 2.7 percent of 
payrolls without any benefit outlays whatever. The 
postwar recessions occurred after the heavy reserve 
accumulation of the war years, 1941 through 1945, 
when, despite the increasing effect of experience rat- 
ing, annual tax rates exceeded those during any post- 
war year, while benefits in each of these war years 
amounted to less than those paid in any other single 
year before or after the war. As a consequence, at 
the end of 1945, reserves as related to taxable wages 
reached an alltime high. For the Nation as a whole, 
they amounted to 11.81 percent of payrolls taxed (see 
chart 6). 

After the heavy drains in the years 1946, 1949-50, 
and 1954, the year-end reserve ratios fell to 8.51 per- 
cent. As a result of the two postwar recession periods 
which seriously depleted reserves in some States and 
increased financial difficulties in others, greater con- 
cern about the financing provisions became apparent. 


The 1957-58 Recession 


Although the 1957-58 recession was not as pro- 
longed as the other postwar downturns, its impact on 
the financial operations of many States was greater 
than the earlier ones. It brought sharply into focus 
the problem of the adequacy of the State fund bal- 
ances. The unfavorable financial situation, however, 
while aggravated by the heavy benefit payments in 
1957-58, was one that had developed over a period of 
years. In general, inadequate tax rates in the face of 
growing benefit payments contributed to the financial 
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difficulty of many States, but in some States the un- 
employment situation was particularly unfavorable. 

During the 1957-58 recession, unemployment insur- 
ance benefit payments were the highest on record. 
During the 12 worst months of the recession, January- 
December 1958, benefits paid under the 51 State pro- 
grams (not including any benefits paid under Federal 
programs) amounted to more than $3.5 billion. This 
amount was more than double the 1957 total. As a 
consequence, the benefit cost rate (benefit payments 
expressed as a percent of taxable wages) reached an 
alltime high of 3.22 percent in 1958 (see chart 7) 
The range in cost rates among the States varied from 
1.03 percent to 6.39 percent. ‘Thirty-six States had 
the highest cost rates in their history in 1958. 

A fundamental requirement of an unemployment 
insurance program is actuarial soundness, of which the 
underlying principle is maintenance of the reserve at 
a sufficient level to prevent its exhaustion during peri- 
ods in which dollar costs exceed tax revenue. For 
adequacy of reserves, it is necessary to maintain a 
balance between income and outgo over a period of 
time. 

For the 10-year period 1949-58, the average an- 
nual cost rates exceeded average tax rates in 34 States; 
in 9 States there was a balance between income and 
outgo. For six of the remaining eight States, average 
tax rates were slightly in excess of average cost rates, 
while in the remaining two States, tax rates were 
significantly higher than average cost rates. 

These declines in reserves previous to 1958, how- 
ever, were relatively small, reaching as high as 8 per- 
cent only in 1949 and 1954. The 1957—58 recession, 
however, had a significant effect on the aggregate re- 
serve which dropped 20 percent from $8.66 billion on 
December 31, 1957, to $6.95 billion at the end of 1958. 

Nationwide reserve funds on December 31, 1957, 
before the decline in economic activity made a serious 
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im»act on employment, amounted to 7.68 percent of 
tasable wages. On December 31, 1958, the reserve 
ratio had declined to 6.37 percent as shown in table 
10. These national figures, of course, hide a wide 
spread among individual State reserves, but at the end 
of that year all States experienced a decline in this 
ratio. Reserves expressed as percentages of total cov- 
ered wages show an even sharper drop. 


Loans to States 


(nder the provisions of the Employment Security 
Administrative Financing Act of 1954, advances on an 
interest-free basis are available to any State with de- 
pleted unemployment reserves as indicated by the ratio 
of funds available to benefits paid. If this multiple 
becomes less than one, i.e., when a State’s reserve had 
shrunk to less than the amount expended in unem- 
ployment insurance benefits over the period of 12 
months ending on that date, the State becomes eligible 
for a loan. 
ratio.” 

The Federal loan fund from which States can bor- 
row whenever their reserve funds fall to a low level 
is set up in the Federal unemployment account as a 
part of the Federal Unemployment Trust Fund. As 
provided by the Administrative Financing Act of 1954, 
whenever annual Federal unemployment tax revenues 
collected under the Unemployment Tax Act, which 
are earmarked for the unemployment insurance pro- 


Table 10, 


This ratio is referred to as the ‘“‘loan-fund 


gram, exceed annual administrative expenditures, the 
excess collections are used first to establish and main- 
tain a $200 million fund in the Federal unemployment 
account. As long as the cash balance in the loan fund 
is $200 million or over, all additional Federal excess 
tax collections are returned to the States for use in 
financing benefits, and under certain circumstances 
may be appropriated by State legislatures for financing 
administration. 

On June 30, 1958, before any loans were extended 
during the 1957-58 recession, the cash balance in the 
Federal loan fund was over $208 million. The loan 
fund can exceed $200 million through interest earn- 
ings on its total assets and through repayment of loans. 
As a result of the loans, the cash balance in the loan 
fund on June 30, 1959, before interest was credited 
for the April—June quarter, was practically exhausted ; 
it fell to $349. Interest credits increased the balance 
to $5.36 million by March 1960. (Interest accruing 
on funds borrowed but not yet withdrawn from the 
trust fund accrues to the Federal loan fund rather 
than to the State.) 

Alaska borrowed $3.0 million in July 1955, repaid 
this amount in December 1956, and immediately bor- 
rowed $2.6 million. Additional loans became neces- 
sary in February and July 1958 and in January 1960. 
Five other States—Delaware, Michigan, Oregon, 
Pennsylvania, and West Virginia—so depleted their 
reserves in the course of the recession as to become 
eligible between March 1958 and April 1959 for Fed- 


National average tax rates, average cost rates, and reserve percentages, based on total and taxable wages, 1938-59 
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Yea | | | 
| Benefit . | Benefit 
| ‘lax rate payments | Reserves | Tax rate | payments Reserves 
(cost rate) | | | (cost rate) | 
| 
1938 | 2.70 | 22.18 4.33 2. 65 22.11 | 4.24 
Rae Deseo ys feces as hatsewauerinrd tn aeesd bekhe: | 21.59 5. 41 2. 66 * £55 5. 29 
ER ANG OIE AR ryan ays shale 2. 69 | Keita 6. 04 2. 50 1. 60 | 5. 60 
1941 2. 58 89 | 6.53 ye 8 . Se | 5. 99 
1942 2:49 69 | 6. 81 1.99 ~O3 6.18 
1943 | 12.09 13 7.99 11,87 «te 7.33 
1944 14.92 « 10 10. 01 11.68 . 09 8.78 
1945 | ‘4.7 . 76 11. 81 11.50 . 67 | 10. 37 
1946 | 14,43 1.72 10.77 14.24 1. 49 | 9.35 
1947 | 1.41 1. 06 10. 01 1.19 90 | 8. 43 
1948 1.24 1.01 9. 68 1.01 . 82 | Vie a 
1949 5 a | Bi ee 9.19 107 1.35 | 7.47 
1950 | 1.50 1. 68 8.55 ‘39 $39 6.7 
1951 | 1.38 93 8. 62 1. 20 ay 3 6. 56 
1952 | 1. 45 1.05 8. 80 1.07 78 6. 52 
1953 1. 30 97 8.95 93 . 69 6. 41 
vote 132 Ae ie 8.51 79 1. 48 6. 00 
1955 1.18 1. 33 8. 14 . 81 91 5. 56 
1956 je 1. 26 7.81 . 88 . 84 5. ZI) 
1957 pg 7.68 oo 1. 00 | 4.99 
1958 1. 32 3. 22 6. 37 84 2.05 | 4.05 
aC ETNA LE 1.70 2. 00 6. 00 1.10 1.30 | 3. 90 
' Includes effect of war-risk contributions. 
2 Based on data for 23 States in 1938, and 49 States in 1939. 
8 Preliminary. 
August 1960 25 





Chart 6. 


RESERVES AS PERCENT OF TAXABLE WAGES 
National Average and Range of State Averages, 1938-1959 
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eralloans. Three of these States—Michigan, Oregon, 
and Pennsylvania—actually requested loans: Michi- 
gan received $113 million on August 4, 1958, but had 
not started to use any of this money as of July 1960; 
Oregon received $14 million in April 1958, but re- 
turned it unused in June 1958; Pennsylvania borrowed 
$96.44 million in April 1959 and received an addi- 
tional $1.5 million in April 1960 as part of its initial 
request that had not been met in full. It had not 
found it necessary to use any part of this by July 1960. 


Sound Financing 


The history of the financial operations of the un- 
employment insurance programs has shown that diff- 
culties have arisen in some States because of inade- 
quate tax rate limitation on the amount of taxable 
earnings, failure to finance on a current basis benefit 
payments that are not charged to some employer's 
account, and suspension of provisions for automatic 
tax increase when they became imminent. 

All States have in their laws some solvency provi- 
sions that are intended to avoid depletion of reserves 
during periods of heavy benefit payments. The most 
prevalent of such provisions is the suspension of re- 
duced rates whenever the State reserve falls to a cer- 
tain point (34 States). The remaining States, which 
do not suspend experience rating, rely on an auto- 
matic shift to higher tax schedules. 

Some existing types of State solvency safeguards, 
however, have proved to be ineffective. In several 
States such measures are not related to costs or to 
liability and some State legislatures have amended the 
reserve requirements when it appeared that they might 
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result in rate increases or the suspension of experi- 
ence rating. 

For the past 20 years, the average annual earnings 
in coveréd employment have been increasing by be- 
tween $600 and $700 every 4 years. At present, the 
average approximates $4,400. Continuation of the 
long-run uptrend in wages on which benefits are based 
will inevitably increase potential benefit liabilities. 

States that experienced severe fund drains during 
the recent recession have taken or are planning to 
take action to rebuild reserve funds. The operation 
of the experience rating formulas automatically 
brings into effect higher tax rates after a severe re- 
serve fund depletion, in some cases by the suspension 
of reduced rates, and in others by the automatic ap- 
plication of tax schedules with higher rates. The na- 
tional average tax rate for 1959 was 1.7 percent of 
taxable payrolls, compared with 1.3 percent in the 3 
immediately preceding years (see chart 8). Most of 
the States have increased rates. In the 17 States with 
the lowest reserves, 1959 contribution rates were 
higher in all except those where the rate was already 
at the legal maximum of 2.7 percent. 

Beginning in 1958, some States enacted legislation 
indicating greater emphasis on the adequacy of fund 
solvency protective measures. Other State legislation 
reflected more evidence in the taxing provisions of 


Chart 7. 


BENEFITS AS PERCENT OF TAXABLE WAGES 
National Average and Range of State Averages, 1938-1959 
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long-range planning and, as a result, the trend of the 
prior two decades for rate reductions by legislatures 
was temporarily stopped, and, in some instances, re- 


versed. Similarly, recent legislation places more em- 
phasis on financing, on a current basis, items that have 
often been ignored in the tax structure. These in- 
clude the benefit costs that are not charged to indi- 
vidual employers or are charged to employers who 
already have negative balances or who, because of a 
high rate of unemployment, have already been as- 
signed the maximum rate. 

In 1959, the first full year following the recession, 
additional States made significant changes affecting 
benefit financing. ‘These included modifications in the 
overall tax structures to increase tax rates and to raise 
the maximum and minimum rates. Eighteen States 
now provide for rates above 2.7 percent; 16 of these 
provide for a maximum rate of 3.0 percent or higher; 
) States have set 4.2 or 4.5 percent as the maximum 
rate. 

Little action has been taken to raise the limitation 
on taxable wages. ‘The taxable wage base under the 
Federal Unemployment Tax Act has remained un- 
changed since 1939 at the first $3,000 of a worker’s 
annual earnings with an employer. Under the orig- 
inal Social Security Act, all wages paid by a covered 
employer to each of his employees were subject to the 
unemployment tax. Only six States have raised the 
limit of taxable wages above $3,000: California, Del- 
ware, Nevada, Oregon, and Rhode Island to $3,600 
anc Alaska to $7,200. Oregon, in addition, provides 
i further increase to $3,800 when its reserves fall be- 
low 6 percent of taxable wages. 

s a basis for legislative action, the great majority 
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A claim line in the local office in 
Maryland’s new administration 
building in Baltimore for the 
Department of Employment 
Security. 


of States have undertaken long-range benefit financ- 
ing studies, the purpose of which is to establish and 
maintain a firm financial basis for an unemployment 
insurance program responsive to the changing de- 
mands of our industrial society under various fore- 
seeable economic conditions. The practical value of 
these basic studies lies in their actual use in safeguard- 
ing and developing the program. All States that were 
faced with low reserve funds during the recent reces- 
sion have recently completed or are now conducting 
comprehensive analyses of their financial structure. 






























































Chart 8. 
NATIONAL AVERAGE EMPLOYER TAX RATE 
AND RANGE OF STATE AVERAGES 1938-1959 
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VII. Developments 


im Administration 


HE administration of unemployment insurance is 
the joint responsibility of the Federal Government 
and the States. The primary responsibility for ad- 
ministration rests with the States; the Federal Gov- 
ernment is responsible for financing and for supplying 
technical assistance. ‘The administration funds ap- 
propriated by the Congress for this purpose are dis- 
bursed through the Secretary of Labor in the amounts 
which he finds necessary for “proper and efficient ad- 
ministration.” He also has the responsibility for ap- 
plying the standards in the Federal act which are few 
in number and designed to allow wide latitude in State 
administration. 

The Bureau of Employment Security in the U.S. 
Department of Labor works with the States to im- 
prove and simplify administration, to adapt operations 
to changing conditions, and to test new ideas in oper- 
ations. In carrying out this function the Bureau 
furnishes specialized advisory services to the States. 


Administrative Costs 


Costs of administration of the employment security 
system have risen along with the general rise in prices 
and wages. The bulk of the cost is in the States; the 
administration of the Federal responsibilities in the 
Labor and Treasury Departments accounts for 314 
percent of all cost. (Costs reflect the whole employ- 
ment security program, since it is not possible to 
determine the cost of unemployment insurance 
administration separately from other parts of the 
employment security program. ) 

Since the enactment of the administrative Financ- 
ing Act of 1954, which earmarked the proceeds of the 
Federal Unemployment Tax Act, the relation of ad- 
ministrative costs to the Federal payroll tax yield is 
more significant than before. In fiscal year 1959, 
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the total cost of administration exceeded the proceeds 
of the tax for the first time. Table 11 shows the Fed- 
eral tax proceeds, the expenditures, and the differ- 
ential for fiscal years 1954—59. 

The House Committee on Appropriations in its re- 
port on the 1959 Labor, Health, Education, and Wel- 
fare Appropriations directed the Bureau to analyze 
the factors in the rise in costs and report back to 
the committee at the time of the hearings on the 
1960 budget. In reporting to the committee on the 
period 1950-58, the Bureau pointed out that the ma- 
jor cause of increases was the rise in the cost of 
goods and services, and that the tasks accomplished 
by the program had been substantially enlarged by 
new legislation and by continued growth of the econ- 
omy. Thus, “Excluding the salary increases, 
the cost of the State unemployment insurance pro- 
gram increased . 10 percent although the number 
of employers paying taxes increased 42 percent and 
the mya of worke rs covered by the program in- 
creased 22 percent.’ 

State budge ts for unemployment insurance admin- 
istrative costs are based on a comprehensive system of 
work measurement. Under this system, funds are al- 
located to States in accordance with the estimated 
amount of work to be done, using established time 
allowances for:the several individual activities. In re- 
cent years, the congressional appropriation has in- 
cluded an amount, known as the “contingency” fund, 
which was earmarked for use solely to meet certain 
unanticipated administrative costs such as a sudden 
increase in the volume of claims. 

This budgetary system has a considerable degree of 
flexibility in periods of rising unemployment. ‘Thus, 
when the recent recession brought a substantial in- 
crease in claims late in 1957, the Bureau was able 
to notify all States by mid-December that funds would 
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be a\ ailable to add staff as necessary for the increased 
wort. This provision for prompt action to meet in- 
creased expenditures contributed greatly to the State's 
abili'y to handle the difficult adjustment to a higher 
yolu:ne of claims with a minimum of interference with 
employment service operations. In this period, a sup- 
plemental appropriation was necessary, in addition 
to the contingency fund, to finance the increased 
workload. 


Staff’ Development 


The quality of personnel in an organization is one 
of the most important factors in its success. The ne- 
cessity of recruiting and developing staff under a 
merit system was early recognized and has been firmly 
established in the program. 

In the last 5 years, the impact on operations of per- 
sonnel needs has been particularly evident because of 
retirements, stiff recruitment competition, and ex- 
panding programs. ‘The response of administrators 
to this problem includes such measures as expansion 
of employee benefits, planning for peakload staffing, 
aggressive recruitment, and emphasis on staff develop- 
ment and training. 

In the latter area, there has been growing interest 
n the establishment of inservice staff development 
programs that reach all employees rather than selected 
segments. Also, there has been increased attention 
to achieving a balance in emphasis on inservice train- 
ing for managerial, professional, and clerical staffs. 

To supplement inservice training programs, out- 
service training has been arranged with recognized 
educational and other nongovernmental institutions. 
These courses have reached both administrative and 
local office staffs. All State agency administrators 
and national and regional office directors have partici- 
pated in executive leadership conferences conducted 
dy the Brookings Institution. ‘Technical supervisors, 
particularly in the counseling function, have received 
academic training in subjects related to their work. 

Special emphasis is being given to training local 
fice managers and their immediate supervisors. 
Several universities have held training conferences 
‘or such personnel. Of particular significance is the 
omprehensive training program for this personnel 


Table 11. 


that was conducted by four leading universities in the 
summer of 1960, on an experimental basis. These 
have involved comprehensive action in determining 
training needs and building curricula to fit them, con- 
ducting the training itself, evaluating the results, and 
continued development. It is the objective of this 
program to develop patterns of training which all 
State agencies may use. 


Automation—the 
Paperwork Revolution 


From the beginning of the unemployment insurance 
program, the States have utilized tabulating equip- 
ment for some operations. All States utilize the 
equipment for their statistical work and its use has 
been extended to other mass operations such as main- 
taining records of wages of workers covered by the 
laws, making determinations of the amounts of bene- 
fits to which workers were entitled, and making bene- 
fit payments. 

Electronic computers, originally designed during 
World War II for complex mathematical computa- 
tions, have since been adapted to mass repetitive oper- 
ations where the number of items and not the intricacy 
of the mathematics presented a problem. The States, 
finding that this equipment had a special adaptability 
to unemployment insurance operations, have pro- 
ceeded rapidly in the study, evaluation, and installa- 
tion of this equipment. The State employment 
security agencies have been in the forefront of State 
government departments in the installation of these 
systems. 

The electronic data-processing systems may have an 
effect on the organizational structure of the user which 
cannot yet be determined. Since the equipment is 
capable of processing many types of data simultane- 
ously, substantial changes in procedure are required 
and the organization necessarily changes as functions 
are combined or rearranged. 


Developments in Benefit Operations 


Significant advances in claims processing have been 
made over the past 5 years in the routine claims 
interviews. 


Costs of administration of employment security 1954-59 


(In thousands) 
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Fiscal year FUTA tions over 

| | Total Grants to | Labor Depart- | Treasury De- | ¢xpenditures 

| | States | ment partment 
- ae ms | a | aeons 
794... 4 $272, 950 | $208, 662 | $202, 091 $4,945 | $1, 626 | $64, 288 
1799 284, 779 | 198, 002 | 191, 293 5.001 | 1, 708 86, 777 
1790 S21, 728 | 240, 697 | 233, 438 | 5, 416 | 1, 843 | 81, 031 
97 327, 159 255, 964 | 247,050 | 5, 480 | 3, 434 | 71,195 
1798... a 333, 632 300, 178 | 290, 376 | 6, 207 | 3, 595 | 33, 454 
1299 321, 502 321, 924 | 310, 370 | 6, 703 | 4, 851 | — 422 

| 
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How it was in the beginning—July 1, 1938— in the State office of the Michigan Employment 
Security Commission. 


The trend in benefit rights interviews, usually given 
to all individuals who claim at least 1 compensable 
week, has been toward group instruction with in- 
creased use of visual aids. Some States have pro- 
duced a motion picture film or slides with a recorded 
lecture; other States have developed charts for use 
with an oral presentation to groups of claimants. 
The technique provides for selective individual inter- 
views on possible eligibility questions. 

The selective processing techniques, now used in 
most of the States to take claims, provide a systematic 
identification of groups of claimants who present the 
minimum of eligibility problems, so that their claims 
can be processed quickly. For other claimants, pe- 
riodic interviews are scheduled to enable closer ques- 
tioning than is possible in the routine weekly claim 
certification. 

Experiments and innovations are continuing in 
many States on methods for handling claims quickly 
and correctly. The weekly continued-claim process 
has been streamlined in a number of States through 
use of a form filled out in advance by the claimant. 
Some States have dropped the weekly oral question- 
ing entirely, since the claimant has already answered 
the basic questions in writing, and have substituted 
a more thorough periodic interview. Use of mail 
claims under carefully controlled circumstances is 
being tried in some States. 


30 


Interstate Claims 


The States by agreement will take claims for each 
other so that a worker may file a claim anywhere in 
the United States for benefits to be paid by the State 
in which he formerly worked. Approximately 5 per- 
cent of the benefit payments are made to workers fil- 
ing such interstate claims. 

For workers whose wages have been earned in two 
or more States, special wage-combining agreements 
have been subscribed to by most States. ‘The basic 
agreement provides for combining wages from more 
than one State to determine benefit rights for a worker 
who would otherwise be ineligible for any benefits. 
All but four States subscribe to this. In addition, the 
extended wage-combining agreement provides for such 
combination if the worker, although eligible in a single 
State, could obtain a larger amount if his wages from 
other States, were included. Forty-one States sub- 
scribe to this’ agreement. 

The “selective claims interviewing” technique has 
been adapted to the interstate claims operations and 
substituted for the prior procedure whereby all. inter- 
state claimants were interviewed every 5 weeks. 

The procedures for the operation of the interstate 
program are under constant review and evaluation by 
the States, the Bureau, and by a standing committee 
of the Interstate Conference of Employment Security 
Agencies. An annual evaluation of the program has 
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bec inaugurated which provides a basis for discover- 
ing weaknesses in the plan, or in its operations, and 
pots up areas in which changes should be made to 
bet.er accomplish the purposes of the plan. 


Determinations and Appeals 


hrough the adjudication process, the rights of the 
parties immediately concerned in a claim for benefits 
are determined. And it is here that policies and prin- 
ciples are established which shape the function of the 
program in our changing economy. In 1959, the 
States, In cooperation with the Bureau, undertook 
nationwide drive to improve the quality of nonmone- 
tary determinations. Draft materials were prepared 


for use in the evaluation of existing methods and pro- 
cedures. ‘These materials covered problems of man- 
agement, supervision, and methods of evaluating per- 
formance. 


he appeals program in unemployment insurance is 
one of the most widely used systems of administrative 
adjudication in existence. Little change has occurred, 
or could have been expected, in the basic principles of 
the unemployment insurance appeals process. The 
process of adjudication through a fair hearing is based 
on principles of fairplay which are similar in all such 
proceedings. 

Much of the attention in this area has been given 
to improvement of the administrative effectiveness and 
efficiency of the appeals operations. With the co- 
operation of the States, the Bureau improved the tech- 
niques for analyzing the procedures and determining 
the time used by a State for the various steps in the 
These techniques have been effectively used 
by individual States in evaluating and revising their 
methods of processing appeals. 


pre CESS, 





The training program for referees has become in- 
creasingly important because of the number of new 
referees added to the staff to meet the requirements of 
the increased workloads and to replace retiring staff. 

States have utilized facilities both within and outside 
the agency for conducting training classes. Some 
States have increased the frequency of staff meetings 
to fill a part of this need. The Bureau has conducted 
specific training courses for referees at the request of 
States which had no means for providing the training 
and special] training sessions have been held by educa- 
tional institutions. The first training of its type, a 
3-week course in administrative law adapted specif- 
ically to the purposes of unemployment insurance, was 
presented for employment security personnel in Ore- 
gon, by Willamette University in 1959. 

There has been increased activity during the last 
3 years in developing methods for determining pre- 
vailing wages and other conditions of work in the 
various localities within the States. Such knowledge 
is essential to the application of the mandatory labor 
standard included in section 3304(a)(5)(B) of the 
Internal Revenue Code and in every State law. The 
3ureau has worked intensively with States requesting 
assistance in establishing prevailing wage units to per- 
form the research necessary to supply information to 
claims examiners and referees to be used in their ap- 
plication of this standard. 


Tax Administration 

The most recent 5 years in the administration of 
the unemployment insurance program have witnessed 
an increased awareness of the importance of tax op- 


erations. This was brought about by many factors, 
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A State office after the paperwork revolution—California Department of Employment, Sacramento. 
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including increased coverage and the most recent 
recession. 

The period 1955-60 has been marked by extension 
of coverage to smaller employers and by a rapid 
growth in the number of employers. The addition of 
approximately 300,000 employers within a year, cou- 
pled with the additions due to a fast-growing economy, 
strained the facilities of many States. 

The States have increasingly turned to the use of 
field staff to supply personal contacts with employers 
to effectuate employer tax compliance. A system of 
making audits of employer records has been instituted 
by most States as the major method whereby the State 
agencies can determine proper employer reporting. 
In 1955, 129,275 field audits were performed, and 
in 1959, this number had grown to 211,499. 

The States have established a favorable record in 
the collection of taxes and in obtaining reports. ‘Table 
12 shows the amount of tax due and the amount col- 
lected. The success of the reporting system is more 
difficult to measure, but the most conclusive test is 
the number of claimants who protest that their wage 
record, on which benefits are based, is incomplete. 
These protests arise from a variety of causes but one 
of the most important is unreported wage items. In 
general, this figure has been low with not more than 
1 percent of claimants affected by employer reporting 
failures. 

In the process of adjusting tax operations to the 
increased load, attention has been given by the Bu- 
reau and States to improving financial controls in 
handling taxes. The Bureau has established a sys- 
tem of evaluation whereby, at intervals, a thorough 
review is made of State tax operations, and _periodi- 
cally States having common problems meet for the 
purpose of exchanging information and discussing 
problems. 


Research in Cooperation With the States 


The past half-dozen years have seen a considerable 
broadening and deepening of Federal-State coopera- 
tion in obtaining information on the effectiveness and 
adequacy of the program. Not only has the amount 
of research activity increased markedly but the subject 
matter of research studies has broadened, and new 
techniques and methods have been employed in gath- 
ering information. It is notable that the stimulation of 
research activity is far from one sided. It has come 
from the States, universities, advisory councils, and 
legislative bodies, together with the Federal Govern- 
ment. 

Real advances have taken place in the development 
of a body of knowledge, especially from studies of 
workers’ labor market experience following the ex- 
haustion of their benefit rights. Some 28 States con- 
ducted studies following a methodology developed 
through Federal-State collaboration. Thus. com- 
parable data bearing on a variety of State situations 
can be utilized to evaluate alternative policies for pro- 
tecting the long-term unemployed. 
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Table 12.—State unemployment insurance tax collections‘ 


1950-59 


Number of | | Taxes col- Percent of 


Year employers Taxes due | lected taxes col- 
lectec 
(In thousands) 
1950 1, 487, 496 |$1, 222, 080 |$1, 191, 438 | 5 
1955. . 1,718, 319 | 1, 246, 356 | 1, 208, 785 0 
1956.. 2,014,015 | 1,503,436 | 1, 463, 263 97,3 
1957 2. 067, 784 | 1,590,111 | 1,544, 338 97,4 
958. 2,114, 063 | 1,517,413 | 1, 471, 002 97,0 
1959 2, 276, 075 (1) 1.997, 444 (1) 





1 Data not available because of changes in the reporting requirement 


Federal-State research cooperation has also in- 
cluded, in the past few years, studies utilizing personal 
interviews with claimants at home in order to learn 
to what extent their benefits met their basic day-to-day 
expenses, and what part of all their income during un- 
employment was-represented by unemployment in- 
surance. Similar techniques are involved in studies 
of the employment, wages, and unemployment pattern 
of farm workers designed to throw light on the feasibil- 
ity of extending unemployment insurance protection 
to farmworkers. 

In order to determine the potential cost of the un- 
employment insurance program, States undertake 
basic long-range benefit financing studies which in- 
clude comprehensive analyses of the State’s economy 
and its interdependence with regional and _ national 
economic developments. ‘These studies provide in- 
formation for evaluating past financial experience and 
for projecting future economic conditions with some 
measure, of reliability. ‘These projections serve as a 
basis for developing estimates of probable benefit costs 
which a State system should be prepared to meet. To 
date, such benefit financing studies have been com- 
pleted by more than 40 States, while 5 others are in 
the process of conducting such a study. The great 
majority of such research projects combine the coop- 
erative efforts of State agencies, outside professional 
assistance usually drawn from local universities, and 
the Bureau of Employment Security. Most of the 
States that have completed initial benefit financing 
studies also prepare periodically supplementary studies 
of varying scope to update, extend to additional years, 
or to revise the estimates of benefit costs in the basic 
study. ; 

In addition to the research conducted in connection 
with long-range benefit financing studies, States un- 
dertake considerable research bearing on other as- 
pects of program financing. Among these are studies 
which explore the impact on employer tax rates and 
State tax revenue of such factors as tax schedule de- 
sign and reserve fund measures. A number of special 
studies have been made on particular problems relat- 
ing to benefit charges as they affect tax rates. 
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VE. Uf and Other Income 


Maintenance Systems 


AGE loss due to economic unemployment is only 

one of several risks of income loss. Some risks 
are dealt with by a variety of social insurance pro- 
grams—Federal old-age, survivors, and disability in- 
surance, workmen’s compensation, and temporary 
disability insurance; others are left to government 
welfare programs or private arrangements such as 
employer plans for fringe benefits. Because all these 
programs deal with income maintenance, they have 
special interrelationships. 

This interrelationship is complicated by the fact 
that these programs are not combined in a single pack- 
age, or even established at a single level of government. 
Independent concepts have resulted in variations and 
even conflicts in their philosophies, and significant 
gaps in coverage; operations and financing are inde- 
pendent and uncoordinated. Old-Age, Survivors, 
and Disability Insurance (OASDI) is a Federal pro- 
gram; unemployment insurance is a Federal-State 
program; workmen’s compensation—which all States 
have—and temporary disability insurance—which 
exists in only four States—are exclusively State pro- 
grams. Some of the assistance programs are Federal- 
State, others are State or purely local. The variety 
of private arrangements is almost limitless. 





Problems Presented 
by Gaps in Protection 


[n social insurance, as in the physical world, nature 
hors a vacuum. Where protection is not afforded 
all common industrial hazards, existing systems will 
be made to carry some of the burden of the other risks 
for which no provision is made. As a result, the risk 
's not properly met but the program is distorted. 


‘ugust 1960 


Sickness 


In our overall system of protection against income 
loss, little is done about the losses due to sickness. 
The worker whose wages stop because he is sick with 
a nonoccupational illness will, in all but four States, 
receive no public insurance. The inequities of a sit- 
uation in which an able-bodied unemployed worker 
receives benefits, while the one who is sick as well as 
unemployed receives nothing, result in pressures to 
change the interpretation of ability to work. The 
claimant also has great inducement to evade the pro- 
visions of the law by overstating, and thus misrepre- 
senting, his ability to work. 

A few States have modified their eligibility condi- 
tions to provide that a worker who has filed a claim 
for benefits before he got sick will not have his benefits 
terminated solely because he becomes unable to work, 
unless he refuses a job offer which would have been 
suitable before he became disabled. ‘This provision 
has helped a relatively small number of workers in 
eight States. Something less than one-half percent 
of benefits being paid in these eight States are paid 
because of this provision. Furthermore, this provision 
creates its own problems and inequities which would 
be serious if the number of claims involved were not 
so small. 


Long-Term Unemployment 


Unemployment insurance was regarded by its 
founders as merely the first line of defense against un- 
employment, to be supplemented by other measures. 
Limits on duration of unemployment insurance were 
regarded as necessary from the point of view of both 
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DURING the recession of last year, nearly 8 million 
people received one or more payments under State unem- 
ployment insurance programs and under the Federal em- 
ployees’ unemployment insurance program. These indi- 
viduals received a total of $3.9 billion in benefits during 
the calendar year 1958. In addition, in 1958 approxi- 
mately $311 million were paid out in benefits to unem- 
ployed Korea veterans and railroad workers. The total 
of $4.2 billion in benefits served to give substantial support 
to consumer expenditures in our economy. 

I believe that no one would now seriously deny that the 
Federal-State unemployment insurance program has effec- 
tively slowed the downward spiral of our economy during 
periods of increased unemployment. To a meaningful 
and significant extent, unemployment insurance benefits 
minimize the harsh consequences that stem from jobless- 
ness by enabling the unemployed worker to sustain himself 
and his family during such trying periods. 

At present 44 million wage earners are covered by the 
Federal-State program of unemployment insurance; another 
1 million are covered by Railroad Unemployment Insur- 
ance. Approximately 13 million are not covered by any 
program. The Administration believes that it is now fea- 
sible to extend coverage to additional groups of workers. 
These include workers employed by small firms, nonprofit 
organizations, certain Federal instrumentalities, and on 
American aircraft serving overseas. 

—JAMES T. O'CONNELL, Under Secretary of Labor, 
before House Committee on Ways and Means, April 7, 1959. 


social policy and financing, with the financial consid- 
erations predominating in the establishment of the 
specific limits in the original formulas. 

For most workers, however, there is no second line 
of defense to provide them with an income if they are 
still unemployed when they have drawn all their bene- 
fits. There are, generally, no programs for vocational 
retraining or relocation of workers. Even public as- 
sistance programs are usually limited to the 
unemployable. 

Duration has been extended beyond the imaginings 
of the actuaries who made the 1935 calculations. Ex- 
perience has indicated that the 3-percent tax rate is 
more than sufficient to finance benefits and that the 
limits on duration can now be established on the 
basis of the role unemployment insurance is to play. 
Today’s question is how long a period of unemploy- 
ment should be insured before some other device be- 
comes a more appropriate method of meeting the 
needs of the individuals and of society. 

There is no length of time which is clearly, and 
in the terms of any absolute, the proper duration for 
unemployment insurance benefits. Reasonable men 
differ widely in their opinion as to how long the dura- 
tion should be, but they generally agree that there 
should be a limit, after which the income loss would 
be dealt with on a more individual basis. When there 
are no public provisions for dealing with long-term 
unemployment, there is great pressure to increase du- 
ration, without regard to basic program considerations. 
As a result, there may be pressures to change other 
parts of the unemployment insurance program. For 
example, some proposals for very long unemployment 
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insurance duration would limit payments to workers 
who are heads of families; others would pay benefi 
only to workers with a long history of continuous en 
ployment. These changes would alter the origin: 
concept of unemployment insurance which was in- 
tended to give protection during “normal” times and 
not against the prolonged unemployment of a depres- 
sion. 

When there are labor shortages in particular skills, 
and yet some workers can find no jobs for long pe- 
riods of time, need for training and retraining pro- 
erams becomes evident. ‘There is often pressure on 
unemployment insurance to provide such programs, 
and to provide for the income maintenance of work- 
ers attending such classes. The relocation of workers 
in depressed areas is another problem which impinges 
on unemployment insurance. These programs involve 
many considerations and are not merely adjuncts to 
unemployment insurance. 


J 


‘ 


Duplication of Benefits 


With respect to areas of income loss which are 
protected by other programs, it is necessary to fit un- 
employment insurance with the other programs so 
that no one fails to receive benefits because of dis- 
agreement on which benefit to pay, and yet no one 
receives duplicate benefits. Duplication exists when 
an individual receives payments from two or more 
programs for the same wage loss and the same period 
of time, each payment intended as full compensation 
for the loss. Duplication is an unnecessary expense 
and a source of unfavorable public relations. 

It is, however, important to distinguish duplication 
from supplementation and from the independent re- 
ceipt of unrelated benefits. For example, payment 
of unemployment benefits by two States for the same 
week would obviously be duplication. Many em- 
ployer retirement programs are designed as supple- 
ments to retirement benefits under social security. A 
disabled veteran of World War II who receives com- 
pensation each month for a 20-percent  service- 
connected disability would be independently receiving 
unrelated benefits if he lost his job and received un- 
employment insurance benefits. There are other 
areas in which the question of whether a particular 
combination of benefits is duplication is a question 
of philosophy on which there is not complete agree- 
ment. 


Payments Because of Age 
and Service — 


Both the OASDI program and individual employer 
pension plans provide pensions on the basis of age and 
service and specified aspects of current work status. 
The basic purpose of these payments is to compensate 
for wage loss due to retirement. If the payments 
were made only to individuals who had retired from 
the labor force, no question would arise as to dupli- 
cation under unemployment insurance, since unem- 
ployment insurance is properly payable only to persons 
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a ively in the labor force. However, eligibility for 
p sions is not usually so limited. Originally, an 
0) |-age benefit was payable for a month only if the 
in lividual had no more than nominal earnings in the 
month. Now, however, the earnings allowed a bene- 
ficiary have been substantially increased and, thus, 
there is no requirement that the beneficiary must have 
leit the labor force. 

Employer pension plans have many variations, but 
ordinarily the pension is payable on retirement from 
that employer, without regard to subsequent employ- 
ment. Many workers “retired” from employment 
with a particular employer continue in the labor force. 
A worker may, for example, have reached the com- 
pulsory retirement age for that establishment, or he 
may no longer be able to meet the physical demands 
} the particular job. 

[he question of whether a worker who is receiving 
a retirement pension, public or private, should re- 
ceive unemployment insurance has been a subject of 
much discussion. | 

The question is clouded by a tendency to confuse 
it with the problem of illegal payments to workers who 
have in fact retired from the labor market. These 
workers do not meet the “available for work” require- 
ment which all State laws contain. Such payments 
are, of course, illegal under all laws, but fraudulent 
claims of this type are sometimes difficult to detect 
because of employer restriction against hiring older 
workers. The policy question, however, is concerned 
with whether payments should be made to older 
workers who are in fact seeking work. 

Forty State unemployment insurance laws accept 
the principle that the payment of unemployment in- 
surance and of retirement benefits for the same period 
does not constitue duplication. There are 11 States 
which take the old-age benefits into account in deter- 
mining unemployment insurance eligibility. Of these, 
only one considers the two payments to be mutually 
inconsistent. The others reduce the unemployment 
insurance payment by the amount of the old-age bene- 
fit which is prorated to the week in question. Em- 
ployer pensions are taken into account in 18 States, 
generally by reducing the unemployment insurance 
payment by the amount of the retirement payment for 
the week. 


Nonoccupational Sickness 
and Disability 


Workers over 50 years of age who are permanently 
and totally disabled and have been for more than 6 
months may receive payments under the Federal 
OASDI program. The conditions for receipt of dis- 
ability benefits are so strict that it would be most un- 
likely for a worker to be able to meet them and the 
unemployment insurance eligibility requirements for 
the same period. In most States, these OASDI bene- 
fits are the only ones payable because of nonoccupa- 
tional sickness. 
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Four States, however, provide statutory programs of 
temporary disability insurance for, essentially, the 
workers covered by unemployment insurance. Both 
programs are intended to replace a portion of wages 
lost because of unemployment in a particular week. 
Consequently, payment of both benefits for the same 
week would be a clear duplication. 

All these States have an explicit provision making 
the individual ineligible under one program for any 
week for which he is paid under the other program. 


Work-Connected Disabilities 


Every State has a workmen’s compensation law pro- 
viding several types of benefits for work-connected dis- 
abilities. Medical, surgical, and hospital services re- 
quired by the work-connected injury or illness are 
provided, whether or not any wage loss is involved. 
The worker receives cash benefits for temporary and 
for permanent disability, and for partial or total dis- 
ability. Payments for temporary disability are de- 
signed to replace lost wages, while the award for per- 
manent disability is regarded as compensation for loss 
of earning power. 

Thus, permanent disability benefits under work- 
men’s compensation are not payments for current wage 
loss. Since they are paid whether the individual has 
a job or not, payment of such benefits and of unem- 
ployment insurance for the same week is an independ- 
ent payment of unrelated benefits. "Temporary work- 
men’s compensation payments, however, like unem- 
ployment insurance, are payments for current wage 
loss. In 22 States, workmen’s compensation benefits 
of some sort are taken into account, in 8 States by dis- 
qualification for the week concerned, and in 14 by re- 
garding the workmen’s compensation as deductible 
from unemployment insurance. 


Supplementary Unemployment Benefits 


During the past few years, supplementary unem- 
ployment benefit plans have been developed. Estab- 
lished as the result of union-management negotiation, 
they originated with unions largely as a result of their 
lack of success in getting what they regarded as ade- 
quate benefit amounts and duration under State un- 
employment insurance laws. ‘There are several major 
variations of the supplementary unemployment bene- 
fit plans. ‘Together, they cover about 2 million work- 
ers, mostly in the automobile, steel, and rubber in- 
dustries. 

As the name implies, these plans are conceived as 
supplements to the statutory program. The employer 
makes regular payments into a special fund and this 
fund is used to supplement the statutory unemploy- 
ment benefits up to a prescribed weekly level for a 
prescribed duration which is partly based on the 
length of employment under the plan. Forty-three 
States permit such supplementation and three States 
hold that the payments under these plans are wages 
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and therefore prohibit supplementation. Five States 


have taken no action. 


Other Employer Payments 


There are a constantly increasing number and vari- 
ety of other payments which a worker may receive 
from his employer, and which must be considered in 
determining his eligibility for benefits. 

Vacation and holiday pay, for example are or- 
dinarily replacements for wages for a particular time, 
so that the payment of unemployment insurance would 
constitute duplication. Under some conditions, how- 
ever, the situation is not so clearcut. A worker who 
takes no vacation may receive his “vacation pay” for 
a week in addition to the wages he earns for working 
that week. A laid-off worker, even one with no ex- 
pectation of being rehired, may receive “vacation pay” 
at the time of separation, or subsequently on the nor- 
mal vacation dates without regard to his employment 
by another employer. Under such provisions, vaca- 
tion pay appears to take on the aspect of a bonus, 
or of delayed compensation, rather than current wage 
replacement. 

Wages in lieu of notice, as the name implies, are 
payments made at a sudden separation to a worker 
who was entitled, by contract or custom, to advance 
warning of separation. Such payments normally rep- 


IN REVERSING a decision denying benefits to a claimant 
held to have left work voluntarily when he was required 
by his employer to retire under the pension provision of 
a labor management agreement, the Pennsylvania Supreme 
Court in Warner Company vy. UC Board of Review and 
Gianfelice, stated in part: 

The major premise of the Superior Court that an em- 
ployee is bound by his union’s agreement with his employer 
as expressed in a collective bargaining agreement is unex- 
ceptionable on its face. However, in the present context 
the Superior Court has used this premise to disqualify per- 
sons for benefits under the Unemployment Compensation 
Law who otherwise would be eligible. We do not believe 
that this result is correct. 

Were Gianfelice not covered by the collective bargain- 
ing agreement involved here, the company could have dis- 
missed him at its pleasure. ... Were he so discharged, 
however, he would be entitled to unemployment compen- 
sation. Conversely, absent the agreement, Gianfelice could 
have quit at 4is pleasure but would have been ineligible for 
unemployment benefits as a “voluntary quit.” 

Does the fact that a collective bargaining agreement is 
present change these considerations under the Unem- 
ployment Compensation Law? Such agreements usually 
restrict the employer’s right to dismiss at will until the em- 
ployee reaches a certain age; they thus protect the employee 
from arbitrary dismissal. It would be anomalous to say 
that, in gaining this protection against his employer, an 
employee has lost a benefit which he otherwise would 
receive from the state—the right to receive unemployment 
benefits if dismissed—on the theory that he has volun- 
tarily agreed to quit. The pressures of the collective bar- 
gaining process are too complex to permit this over-simpli- 
fied theory to govern a determination here. They would 
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resent 1 or 2 weeks’ pay, allocable to the notice pe 
riod which would immediately follow the separation 
It is, therefore, quite logical to regard these payment 
as wage replacements for particular weeks which musi 
be considered in determining eligibility for unem- 
ployment insurance. ‘Twenty-nine States take this 
approach in their statutes. Some States achieve th: 
same result by interpretation of the term “wages” 
in the definition of “unemployment.” In the other 
States, such payments are ignored in determining ben- 
efit rights, presumably on the basis that such pay- 
ments are damages for breach of contract or delayed 
compensation for prior services. 

Severance pay, or dismissal payment, is normally 
payment made to workers permanently separated after 
employment of some duration. Payments typically 
increase in relation to the length of past employment, 
and may be substantial—as much as a year’s wages. 
Payments may be made in a lump sum, or in install- 
ments after separation, but they are not ordinarily 
affected by postseparation employment experience. 
Generally, severance pay is intended to compensate 
the worker for his loss of seniority, pensions, and other 
fringe benefit rights and various less tangible losses 
attributable to termination of a longstanding employ- 
ment relationship. Nevertheless, a number of States 
do reduce or deny unemployment benefits because of 
these payments. 


require an inquiry into each case to determine the position 
of each side at the bargaining table, and even then a clear- 
cut answer would undoubtedly not be forthcoming. 

This is one reason why the collective bargaining agree- 
ment should not control in determining the eligibility of 
a retired employee for unemployment compensation; rather, 
the factual matrix at the time of separation should gov- 
ern : 


Moreover, we believe that the labor-management agree- 
ment cannot govern our determination in this case for 
another reason. The Unemployment Compensation Law 
was enacted to alleviate the hardships attendant upon un- 
employment. It is a remedial statute designed to pro- 
vide support for workers who are unemployed except for 
those disqualified by one of the specific provisions of Section 
402. . . . In furtherance of this policy, the General Assem- 
bly included Section 701, 43 P.S. Section 861, in the law." 
This provision renders invalid any agreement by an em- 
ployee to waive or release any of his rights under the act. 
It is our view that if the labor-management agreement were 
able to be relied upon to disqualify Gianfelice as a ‘“volun- 
tary quit” when his separation from work was not in fact 
voluntary, the agreement would be invalid to such extent. 

—Warner Company v. Unemployment Compensation 
Board of Review, Department of Labor and Industry, 
Commonwealth of Pennsylvania and Gianfelice, Pennsyl- 
vania Supreme Court, VL—495-45, Benefit Series Service— 
Unemployment Insurance. 





“ 


“Section 7o1 declares: “No agreement by an employe to waive, 
release, or commute his rights to compensation, or any other rights 
under this act, shall be valid.” 
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IX. Issues 


tiered are the major problems still facing the un- 
employment insurance program as it moves into 
the decade of the sixties? How is it to achieve its full 
potential? Where does it need strengthening? In 
what area should it be extended? 

The fact that we have grown so fast but have still 
far from solved the problems of recurring and _ per- 
sistent unemployment necessarily places a greater re- 
sponsibility on our unemployment insurance system 
than in prior years. This system, devised to help work- 
ers bridge the gap between jobs, must be able to pro- 
vide adequate income protection to the victims of in- 

Juntary unemployment if the buying power of our 
omimunities is not to be substantially reduced by 
vages lost because of unemployment. 


Coverage 


About 46 miilion persons, including the military, are 
overed under the system, but another 13 million who 
work for others are still unprotected. ‘The 1957-58 
recession emphasized this shortcoming. Although in 
998 congressional proposals to pay temporary unem- 
ployment compensation to uncovered unemployed 
workers were not enacted into law, they did reflect 
wide recognition of the need to achieve the goal of 
iniversal coverage. In both 1959 and 1960, the ad- 
ministration recommended that Congress extend cov- 
erage to all firms, regardless of size, thus adding ap- 
proximately 1.7 million employees to the system, and 
that it amend the definition of “employment” to cover 
an additional 1.3 million employees of nonprofit 
organizations. 

As an aid to consideration of this important prob- 
em, ‘urther study needs to be given to the effects of 
Continuing gaps in protection. Much attention is now 
beine focused on the feasibility of extending protection 


Augrst 1960 


for Tomorrow 


to farmworkers. In addition, consideration needs to 
be given:to the extension of the Federal-State program 
to the 200,000 workers in Puerto Rico where a sep- 
arate unemployment insurance system has been paying 
benefits since 1959. 


Duration of Benefits 


While substantial progress has been made in im- 
proving the benefit provisions of State laws, the last 
recession pointed up dramatically the fact that mil- 
lions of workers remained jobless long after they re- 
ceived the last benefit check. During every recession, 
the workers who have the greatest difficulty in finding 
jobs suffer long-term unemployment during cutbacks 
in employment. This is particularly true of older 
workers, members of minority groups, women, resi- 
dents of localities which have suffered persistent 
unemployment, and those who have been displaced 
because of technological change. The Temporary 
Unemployment Compensation Act of 1958 repre- 
sented a temporary method of meeting this problem 
during the most recent recession. ‘This approach has 
prompted consideration of permanent provisions for 
longer duration during periods of recessions such as 
those adopted in six States. See p. 15. 

Students of the program need to learn more about 
the nature of persistent unemployment and about 
those who experience it, so that unemployment insur- 
ance can play an effective role in dealing with the 
problem. We must also learn more about the na- 
ture of workers’ attachment to the labor force because 
a determination of such attachment is fundamental 
to the identification of those persons intended to be 
covered by the program. ‘The action which the Gov- 
ernment should take in developing solutions to more 
effective insurance protection for workers suffering 
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THE Committee on Benefit Financing of the Interstate 
Conference of Employment Security Agencies, in endorsing 
the position that action of the individual States is necessary 
to assure the solvency and adequacy of its unemployment 
benefit fund adopted the following resolution at its annual 
meeting in December 1959: 


WHEREAS, During the past six years many States appear 
to have been under-financing their jobless benefit programs, 
with their average benefit cost rates exceeding their average 
tax rates; and 


WHEREAS, The 1959 report of the Interstate Conference 
Committee on Benefit Financing has called renewed atten- 
tion to the urgent need for more adequate benefit financing 
in a considerable number of states; now therefore, be it 


RESOLVED, That the Interstate Conference hereby urges 
each State to reexamine its solvency prospects and to take 
promptly whatever action may be needed to assure sound 
and adequate benefit financing. 


—From A Report on Employment Security Financing, 
Interstate Conference of Employment Security Agencies, 
December 1959. 


extended unemployment will continue for some time 
to be the subject of intensive research and program 
planning. 


Weekly Benefit Amounts 


Despite notable program improvements in recent 
years, the benefit paid still does not adequately re- 
place weekly wage loss. 

In looking to the next decade and beyond, much 
further work is needed to find appropriate solutions 
to problems connected with the proper relationship 
of benefits to wages and how benefits can best keep 
pace with constantly changing wage levels. We must 
give further study to determining the basis on which 
the benefit can be set so that it will allow the un- 
employed worker to buy the necessities of life and will 
bolster the economy by maintaining purchasing 
power; at the same time, it should not weaken the 
jobless worker's incentive to find another job. Only 
as solutions to these and related questions are found 
can the system keep pace with the requirements of 
our growing and changing economy. 


Benefit Financing 

The recession also brought into focus the financial 
weaknesses of the system. While, as a whole, the Un- 
employment Trust Fund remained adequate, the un- 
precedented heavy amounts of benefits paid out se- 
riously depleted the State reserves. If the system is 
to grow and meet the needs of the economy and the 
people, its financial structure must be improved. 
These improvements would include revisions in the 
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rate making, tax, and reserve provisions. The Fed. 
eral Unemployment Account must be strengthened or 
some other device employed to assure that States fac- 
ing insolvency find access to funds necessary to en- 
able them to meet their benefit obligations. 


Temporary Disability Insurance 


An additional gap in the country’s social security 
network relates to the lack of protection against loss 
of wages due to sickness which is not job related, 
Except in four States and in the railroad industry, a 
worker is without such protection if he is incapable 
of working because of illness. Only some 11 million 
of the 45.7 million workers covered by unemployment 
insurance have statutory sickness insurance protection. 


Relationship to Other Programs 


The system is under continuous pressure to fill needs 
which it is not designed to meet, and, as a result, 
these needs are not properly met but the system is 
distorted by the efforts to stretch it. The trends 
which develop by reason of these pressures will call 
for more attention, in the years ahead, to the rela- 
tionship of unemployment insurance to other programs 
that form the social insurance system, of which un- 
employment insurance is only one part. This system, 
as a whole, bears the responsibility for meeting the 
contingencies against which workers and their families 
cannot protect themselves and which can be met by 
social insurance measures. 


CLASSICALLY, the main purpose of income insurance 
has always been the humanitarian object of preventing 
hardship to workers and their families during periods of 
income loss, and this is still unquestionably its principal 
function. 


A second function, which has commended income insur- 
ance to economists and businessmen, is the maintenance of 
purchasing power in time of individual or community of 
even nationwide adversity. No one needs to give a sales 
talk on unemployment insurance to the merchants of a town 
whose principal industry has had to lay off half its work 
force for a month. On a broader scale, everyone knows by 
now that, in a time of general business downturn such as 
we saw in 1954, the automatic pouring of $2 billion dollars 
into the purchasing stream at the crucial time and at the 
most strategic places had a lot to do with checking the 
downturn and helping the business cycle to turn upward 
again. 


But there is a third function of income insurance which 
has never been properly understood or appreciated, and 
that is its function in promoting and sustaining a high level 
of prosperity. +, 


—ARTHUR LARSON, Under Secretary of Labor, before 
American Management Association, Chicago, Ill., Feb. 1, 
1956. 
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